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General Business Conditions 


HE downward trend of commodity 

pute since January 1 unquestionably 

as ‘proven to be a greater factor in 

the trade situation than previously had 

been anticipated. In view of the fact 

that there had been so little speculation in 
commodities since 1920, and that commodity 
prices in the United States have been but 
slightly above corresponding prices in Europe, 
this situation had not been regarded with 
concern, although a degree of weakness is 
expected in all markets at a time of general 
business recession. 
declines have occurred in foreign markets as 
well as here and affected sentiment in other 
countries as much as here.. Wheat, wool, cot- 
ton, sugar, and other commodities which have 





lost value seriously are of even more relative 


importance» in other countries than in the 
United States, but this country has a general 
interest in the maintenance of world trade. So 
far.as immediate effects are concerned, it is 
to. be..considered that last year’s crops of 
grain and cotton already have passed for the 
most part out of farmers’ hands, but in industry 
and trade the decline of raw materials throws 
everything into confusion. Purchases of both 
raw materials and goods are reduced to the 
closest possible hand-to-mouth system, notably 
in the textiles, but also in other lines. 


Steel Leading 

The outstanding feature of the business sit- 
uation on the constructive side, is the strength 
and activity of the steel industry, which is still 
turning in a highly creditable performance, 
with operations at the close of February at 
ea, 80 per cent of capacity. Not 
only are the mills working at relatively high 
levels, but in the last month the tendency 
to lower prices has “been withstood and 
prices maintained at the lower levels pre- 
viously reached. The situation is particularly 
strong in the Chicago district, where mills have 
running at 95 per cent of capacity and 
advances in steel scrap prices have indicated 

prospects for continued activity. 
The railroads have been a leading factor in 
this steel situation. Rail orders and general 


The. most sensational 
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maintenance are about.as usual, but the pro- 
gram of improvements is larger than usual 
and equipment orders are heavy. The rail- 
way equipment industry is fixed for good 
business during the first six months of this 
year at least. The farm implement industry, 
another good steel customer, is looking for 
an active year, despite the present low pric 
of farm products. Sales billed by 61 sae 
ment companies in January were 30 per cent 
above the corresponding figures for. 1929. 
Inasmuch as practically a new line of agri- 
cultural machinery has been developed since 
1920 this growth of sales is significant of the 
rapid adoption of new and more efficient farm- 
ing methods. 

Structural steel orders are maintaining a 

ood volume, which is significant of engineer- 
ing . construction, . The extensive expansion 

rogram of natural gas companies also is re- 
Nected in orders. for steel pipe. The heavy. 
machinery industries are doing well and the 
electrical equipment industry is benefitting 
from the expansion_of the public utilities an 
the trend of industry generally towards elec- 
trical power with its lower costs. Orders of the 
General Electric Company and the Westing- 
house Electric and Manufacturing Company are 
understood to be running substantially ahead 
of a year ago at this time. 

The steel industry is manifesting plentyof 
confidence in its own future, and doing its 
full share for the maintenance of industrial 
activity by adopting the largest program of 
expansion planned since the war. The’ ag- 

te expenditures involved is in the neigh- 
borhood of $500;000,000.' Following is ‘a 
record of the plans as reported in the’ press 
for the principal companies since last Fall: 

United States Steel Corporation program of expansion 
calls for the expenditure of approximately $300,000,000 
over the next three years.. Of this sum, $250,009,000 will 
be spent in the Chicago district to increase the capacity 
of the Mlinois Steel Co. The American Steel and Wire 
Company will build a new open-hearth steel plant at a 
cost of $10,000,000 at Cleveland, 
and will $8,000,000 : 
at its McDonald works at Youngstown, O, 


ments of Tennesse Coal and Iron Company in Alabama 
$25,000,000. 
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The increased production of automobiles in 
a over December was an important 
actor in the rise of steel production. For the 

the total output of cars and 

to 273,089 units, represent- 
ing a considerable increase over the Decem- 
ber total of 120,004 units, which was the 
smallest for any month since 1922. January 
production, while well up from December, was 
still 32 per cent under January of last year. 
Insofar as retail sales figures are at all signifi- 
cant at this time of year, they indicate a good 
showing for the light cars, such as Ford and 
Chevrolet, but a rer one for cars of $1,000 
and up. It is still too early to tell much about 
the probable course of the business during the 
year. The outlook for foreign sales is not 
good, on account of the serious loss of pur- 
chasing power of many countries by reason of 
the low prices of their products, and unless 
general business conditions show a more pro- 
nounced recovery home sales will undergo a 
considerable redaction from last year. 


The Building Indastry 

The most serious feature of the general 
situation is the falling off in building opera- 
tions. The industry is of the first importance 
in every iod of uncertainty, not only be- 
cause of its direct employment of labor, but 
because of its consumption of the products 
of so many other industries, and furthermore 
because it is known to be subject to wide 
fluctuations. The information about building 


tions to this time is not ing. 
aking January as the latest month for which 
complete figures are available at this writing, 
the permits issued in 566 cities totaled only 
$128,000,000 compared with $234,000,000 in 
January, 1929, ting a decline of 46 
per cent. The total was also 17 per cent under 
that of December. . 


$323,000,000 in 
January this year, compared with $410,000,000 


in January a year ago, a decrease of 21 per 
cent. For the first two weeks of February the 
a e daily contract apy amounted to 
$10,774,000, com: with $1 in Janu- 
ary of this year, and $16,421,000 in February 
@ year ago. 

It thus appears that building operations are 
continuing at very low ebb. To what extent 
a pont & will occur in the Spring remains to 
be seen, but some seasonal increase, of course, 
is certain. One unfavorable factor is the con- 
tinued scarcity of mortgage money. Despite 
the marked reduction of stock market credit 
requirements and lowering of rates on collat- 
eral loans in the larger financial centers, 
money generally is not easy through the 
country, and this applies ar to the 
mortgage field. Savings banks, which are 


large lenders on mortgages, are not yet back 
in the market to any —_ extent, notwith- 


standing that savings deposits have begun to 
pick up again after the general decline of last 
year. As deposits increase, however, the first 
move of the banks is to replace high grade 
bonds which they were forced to sell in order 
to meet the deposit withdrawals sustained last 
Fall. Similarly, building and loan associations 
have not yet recovered from the effects of the 
stock market break, and insurance companies 
not only have outstanding a considerable 
volume of policy loans for purposes of carrying 
securities, but already have been called upon 
for more than their share of assistance to the 
mortgage market, due to the drying up of 
funds from other sources during the past year. 
All of this is a part of the cost of the heavy 
diversion of funds to the stock market last 
year. The resulting derangements are in pro- 
cess of correction, but until funds are free 
again the resumption of building tions is 
bound to be handicapped. Particularly is this 
true of residential building which is most de- 
pendent on the mortgage market. Insofar as 
public building of roads and structures is con- 
cerned, the outlook is already definitely im- 
proved by the opening up of the market for 
municipal bonds, and it is certain that a large 
amount of such work will be done. Industrial 
building, also is going forward in some notable 
instances where far-sighted concerns which 
have surplus funds see in the present lull a 
good opportunity to carry forward pr ms 
of expansion to take care of the 
volume of business expected when business 
once more resumes its normal stride. 
Counting public building, such industrial 
building as instanced above, and the expan- 
sion certain to go forward in the public 
utilities, the construction industry seems to 
have a fair back of business, but with 
residential construction in a normal year com- 


ing about 40 per cent of the total 
ltidie: tien 1 WF evident that peel geor- 





paw in the industry must await the revival of 
ilding of that class. Few localities re a 
shortage of office or residential space, but it 
must be remembered that a large part of the 
building that on in this country is in the 
replacement of obsolete structures rather than 
addition of actual new facilities. The fact 
that building has been sub-normal for over a 
year has helped to correct conditions of over- 
supply and place the industry in a position to 
benefit from the cheapening of money. In the 
past easing money rates have always led to 
a revival of building and this has inspired 
confidence that it will do so again. Despite 
the year's slow start building authorities are 
not yet prepared to revise their estimates of 
a final building total for the year equal to, 
if not somewhat in excess of, that for last year. 


Indexes of General Business 

Thus far it must be said that the recovery of 
business has been irregular. Practically all 
indexes of production and trade are running 
much below a year ago and slightly below the 
early months of 1928, when much apprehension 
was felt as to the trend. Following is a table 
showing the Federal Reserve Board’s index 
of production (after allowance for seasonal 
variation) for January of this year as compared 
with previous years: 


1928-1925 average = 100 




















January 
1923 100 
1934. 100 
1925 106 
1926. 107 
1927. 1097 
1928 105 
1929. 117 
1980 103 








It will be seen that the index for January 
1930 was far below that of January 1929 and 
in fact the lowest for the month since 1924. 
At the same time it is only fair to observe that 
production in January of last year was ab- 
normally great, and that the comparisons with 
previous years are not so unfavorable, Of 
course, business in this country should normal- 
ly grow from year to year and this fact must 
be taken into consideration in studying the 


’ figures. Hence it is of interest to note that 


the index of the Standard Statistics Company, 
which endeavors to allow for both seasonal 
fluctuations and annual growth, stood in Jan- 
uary at 97.2 per cent of computed normal, 
which is not a bad showing even though con- 
siderably below the high levels of last year. 

Similarly the familiar indexes,—industrial 
consumption of electric power, railway car- 
loadings, and factory employment,—all plainly 
reflect a reduced volume of general business 
activity. Industrial consumption of electric 


set according to the index of the Electrical 
orld, increased 4.6 per cent during January 
as compared with December, but was 8.1 per 





_and at the latter date was 10 





ott: lean thom da anuary a year ago, although - 
cent over January two years in 3 

fn the movement of railway frei there 
has been a seasonal pick-up since the first of: 
the year, but the month of January was 6 
per cent under that of the previous January, 
and the first two weeks of February were 7 
per cent under last year’s level. 


U 

Reports indicate 1a numbers of unem- 
ployed in all industrial centers, but there 
are no larly collected statistics on the 
number of men and women out of work, 
The only comprehensive information avail- 
able relates to the numbers actually em- 
ployed by a selected list of industries which 
report their figures cy ye to the Depart- 
ment of Commerce. pol: Hes to these re- 
ports, based on establishments emplo 
in active months approximately 5,300; 
workers, industrial employment in the United 
States dropped 2.6 per cent between the mid- 
dle of December and the middle of January, 
f cent under 
the peak levels of last Fall, a for the re- 
porting industries alone involving something 
like half a million workers. The following 
table is of interest as showing the changes 
in employment conditions in the manufactur- 
ing group between December and January and 
January a year ago, by industries. In this 


‘table aggregate payrolls, instead of number of 


workers, are used, inasmuch as the former 
—_— part-time employment as well as jay- 
offs: 


PAYROLLS IN MANUFACTURING INDUSTRIES 
(Monthly Average of 1926 <= 100) 


Jan. Dec. <4 
1930 1929 
General Index ......seeecese 87.6 92.0 94.5 
Food and products.......+-++s» 99.9 ee 99, 
Textiles and products......... 8.4 7 
Iron and steel and products.... 88.2 92.7 9 
Lumber and products,......... 1. 81.3 on 
Leather and products.......... 82.5 $1, ri 
Paper and printing............. 06. 109. 1 
cals and products........ 99.1 108.0 | 
Stone, clay and glass products.. 66,1 78.7 77 
Metal pdcts., except iron & steel 81.4 7.4 102.4 
Brass, bronze & copper products 86.4 11 108.3 
Tobacco products ....essecsess 94.0 
AuttoMODIleS 2... .scseceeencees 72.0 70.9 1.4 
building and repairing, 
steam-R.R. peceeececreweebhione 86.1 97.0 79.6 
Agricultural implements ...... 119.9 119.3 ay 
Elec. mach., apparatus & supp. 118.3 128.2 
Rubber boots and shoes....,.. 96. 104.9 
Automobile tires .........++.0% 17.8 ate 1 
Shipbuilding ........ceceeeeees 120.9 120.8 6 
General Outlook 


Summarizing general conditions, it is ¢ 
ent that business has had an encouraging 
covery from the low point, but the situation 
still lacks balance, and it is not yet clear as to 
how soon full recovery may be ted. Much 
will depend upon the course of the automobile 
and building industries. The trying char- 
acter of the ordeal which business has passed 
through would naturally argue for a conserva- 
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tive view of recovery, but business may sur- 
prise the pessimists. Undoubtedly the fall in 
commodity prices has caused uneasiness, but 
with a few possible exceptions it is probable 
that the worst of that movement has been seen. 

The very severity of decline in business is 
in itself an argument for believing that the low 
point has been passed. Unless business men 
push the recovery too fast there seems no 
reason why. the betterment should not. con- 
tinue, though the gain may be slow during the 
first half of the year. One of the most 
reassuring features of the situation is the per- 
sistent strength of the stock market. The 
fact that the market has held up so firmly in 
the face of much adverse news is indicative of 
a general feeling of confidence in the sound 
progress of recovery. The trend of exchange 
rates has indicated that a considerable amount 
of buying has. been for foreign account. 


Business Profits 


The large number of annual stockholders’ 
reports that have been issued during the past 
month show that, despite the sharp curtailment 
im activity in the fourth quarter, the year 1929 
as a whole established a new high record in 
earnings and closed with industry in a strong 
balance sheet position. 

A tabulation has been prepared of more than 
fifteen hundred statements, classified accord- 
ing to major industries, and is summarized on 
the following page, which gives for each indus- 
trial group the combined earnings of companies 
that have published their reports to date. 
Figures. represent net profits available for 
dividends or to carry to surplus account, i. e., 
after all expenses, reserves for depreciation 
and depletion, interest charges and provision 
for taxes have been deducted. More than 90 

cent of the reports are for the year ended 

mber 31, 1929, the remainder being for 
companies whose fiscal years closed at various 
other dates in the last half of the 1929 cal- 
endar year, or in the early part of 1930. 

For the 1509 companies representing a wide 
variety of manufacturing and merchandising 
lines and also public utilities and finance, the 

nd total of net profits in 1929 amounted to 
§6.500,000,000. In 1928 the same identical 
companies reported combined profits of $5,806.- 
000,000, while the 1927 total was $4,731,000,000. 
Profits in 1929 increased over those in 1928 by 
$784,000,000 or 13 per cent and exceeded those 
of 1927, a year of moderate recession, by 
$1,859,000,000 or 39 per cent. Profits last year 
not only added a further gain to the strong 
upward movement that has witne 
during the past decade, but apparent! 
even the wartime years 1916 and 





topped 
917 and 
the boom year 1919, when business activity 
was abnormally stimulated and the price level 
highly inflated. bi 


For the year as a whole, it is believed that 
the classified tabulation gives in very t 
form a cross-section of American business that 
discloses the high lights and the depressions, 
as well as the lines that are marked by stability 
and steady growth. It is by no means com- 
plete, for the reason that it does not include 
the small corporations which do not: issue 
statements or the enterprises conducted by 

erships and individuals, whose i 
in general tend to run below. those of 
large corporate organizations. In many indus- 
tries, however, a limited number of large 
corporations account for a very substantial 
portion of the total volume. Of the 1036 manu- 
facturing and trading co tions in our. 
analysis, 405 had net profits last year in excess 
of .$1,000,000 and 83 made more. than 
$10,000,000. 

Classification has necessarily been limited to 
broad industrial groups, and numerous com- 
panies will be found whose earnings run 
counter to those of their group and unduly 
influence the combined total. Certain indus- 
tries that are in a depressed state; such as 
cotton goods, coal mining and sugar produc- 
tion, show a combination of negligible profits 
and losses, the net changes in which are not 
so important as might appear when expressed 
on a percentage basis. In the various indus- 
trial groups there were 67 corporations that 
reported deficits last year amounting to 

{860,000 in the aggregate, which have been 
deducted in arriving at the net profit for each 
group. Wherever mergers have occurred, the 
earnings in prior years of the companies 
absorbed have, if possible, been taken into 
account so as to make the figures comparable, 
but in some instances these are not obtainable. 


Iron and Steel 

In considering profits in particular lines o 
industry as summarized in the table, space 
does not permit extended comment and the 
figures speak for themselves. A few points 
are outstanding, however, with the gain in 
iron and steel company earnings perhaps the 
most striking of all. Forty-three companies 
in this line increased their combined profits 
from $224,000,000 in 1928 to $373,000, in 
1929, making a gain of $149,000,000 or 66 per 
cent. Production of steel set a new record of © 
55,000,000 tons, although profits were not so 
high as in the war years. 

Non-ferrous metals enjoyed a heavy demand | 
last year and profits showed a substantial 
increase over the previous year, particularly 
for the producers of copper, whose price has 
held at 18 cents per pound since April, 1929, - 
despite the decline in lead and zine prices. 


Automobiles and Accessories : 
Earnings of twenty-three companies manu- 
facturing automobiles were 7 per cent below: 









ANNUAL EARNINGS OF AMERICAN alias tee 8 
Net Profits—ooo’s Omitted 


No. Industry 1927 ~— 1929. ont fort 
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9 Agricultural Implements ............... § 38,679 3 49,450 $. 63,280 +27.9 
18 Amusements 30,365 38,185 68,914 +80.7 
24 Apparel 21,650 20,450 21,114 + 3.2 om 35. 
28 Automobiles $16,763 395,005 365,838 — 7.5 +. 
B1 AUtO ACCESBOTICS eccecccenecemnnnen 41,007 63,090 62,811 — 0.4 + 53.2 
6 Aviation 963 6,667 10,799 +62.0 Spice 
16 Bakery 48,878 46,261 62,585 "$18.6 + 19.7: 
$1 Building Materials (4) .......1sicsse $8,428 33,729 34,758 + 3.0 am. 9.6, 
22 Chemicals 182,304 172,197 198,056 +16.0 + 4.7 
11 Coal Mining 9,271 8,081 9,587 +18.6 + ; 
14 Confectionery and Beveragenauwo- 38,882 38,481 45,142 417.5 + Ba 
39 Cotton Mills 17,796 9,568 10,198 + 6.6 — 4.7 
11 Dairy Products 20,455 31,023 46,629 +-50.3 + 128.0: 
18 Drugs and Sundries  ........seccsssersceem 45,698 55,596 70,736 +27.2 + SP 
36 Blectrical HquipMent .....cccswsne 104,154 133,308 155,672 +16.8 + #5 
6 Fertilizer 1,552 11,606 9,127 —38.2 + 862.4 
9 Flour Milling 8,409 8,085 10,125 +25.2 + 20.4 
25. Food Products—Miscellaneous ...,.... 86,188 102,189 107,648 + 5.3 + 249 
19 Heating and PIUMDING........cccccsssoe $5,847 38,391 45,379 +18.2 + 26.6 é 
4 Hotels 929 887 1,040 +17.2 + 119 
$8 Household Supplies .............s-ceccosssseee 74,144 $1,296 86,282 + 61 + 16.4 
43 Iron and Steel 169,952 224,392 373,470 +66.4 + 119.7 
B Leather Tamming .... -nsscesasscrrcsescareronsseee 3,004 1,384 D-2,456 -— — 
238 Lumber and FPurniture,....cicessosoe 8,616 8,535 9,516 +115 + 104 
61 Machinery, etc. 41,740 48,784 64,372 +32.0 + 642. 
20 Meat Packing 20,8385 89,206 36,206 = 7.7 + B38 
85 Mdse.—Chain Stores oc.ccccscssessorees ww 104,276 126,864 182,615 + 9.7 + 272 
12 Mdse.—Dept. Stores .... ‘ 25,824 23,510 22,079 — 61 -— 12.8 
5 Mdse.—Mail Order .. 35,757 49,075 45,067 — 8.2 + 26.0 
8 Mdse.—Wholesale 9,212 6,626 5,979 — 9.8 — $5.1 
18 Metal Mfge.—MISC.. .....<c.csesersesneserereesiene 8,759 12,714 17,414 +37.0 + 93.8 
16 Mining—Copper 72,832 153,074 226,840 +47.9 + 210.8 
14 Mining—Other Non-Ferrous..........0. 55,589 71,841 94,128 +31.9 + 69.3 
9 OfFiCe BQuiprment  ocrcessercereecrsoersenssrnees 15,253 ‘ 17,394 22,326 +28.4 + 46.4 
11 Paint and Varnish 12,104 15,896 18,441 +16.0 + 52.4. 
29 Paper and Products 18,188 14,548 17,155 +17.9 + 30,1, 
44 Petrol 249,945 629,872 615,926 +16.2 a 146.4 
9 Pipe Lines 21,378 21,200 25,420 +19.9 + 18.9 
18 Printing and Publishing................. 27,095 30,310 38,444 +10.3 + 28.4 
16 Railway Bquipmient ................00 ictal 41,870 33,990 49,021 +44.2 +, 171 
2 Rayon 2,953 2,456 3,023 +23.1 de 4 
10 Real Estate 11,525 9,530 10,014 + 51 — 1 
9 Restaurant CRAIMS -cecneeecercsssererersssere 5,868 5,562 7,331 +818 : 249 
16 Rubber Tires, Ot. ....secscrcinesrecerersserssoe 47,761 24,241 36,953 +52.4 — - 24 
15 Shipping, etc. 12,182 10,232 16,318 +59.5 ae 
10 Shoes 28,550 25,557 26,789 + 4.6 ome 63 
16 Silk and Hosiery 8,448 8,589 9,294 + 82 ¥ 10.0. 
5 Stock Yards 1,992 1,989 2,161 + 86 “8.6 
18 Sugar—Cuban 6,053 D-2,897 D-3,195 -_-— 7~_—__ 
12 Sugar—Other 12,260 14,127 6,601 —53.3 — 461 
16 Textile Products—MisC..sccnenne 18,289 16,672 18,052 - + 88 + 868 
24 Tob 100,411 104,548 116,688 +116 +. 16.2. 
2 Wool D-43 D-96 D-792 _— _ 
62 Miscellaneous 80,584 95,965 112,988 +17.7 + 402 
1,086 Mfg. and Trading .....--soservereserensererere 2,369,583 3,082,619 3,641,793 +181 + 63.7 
180 Railroads (a) 1,085,142 1,194,488 / 1,274,774 + 6.7 + 175 
98 Telephone (a) 232,473 ~ 347,236 P-372,000 + 7.1 + 60.0. 
95 Other Utilities (A)  csecrsccccsescnesemee T756,177 868,703 P-1,009,000 +16.2 + 30.2. 
60 Banks (b) P-147,342 P-176,260 P-217,368 +23.3 + 47.5. 
40 Imsurance (c) 122,052 136,829 75,950 —44.5 — 37.8 
1,509 Grand Total $4,781,769 $5,806,185 $6,590,875 $18.5 + 99.8, 








bre ec 


ta) Net operating incomes. 

(b) New York City banks and trust companies. Calculated profits include dividends paid by, but not undistributed 
earnings of: security affiliates. 

(c) Fire and casualty se agens companies. Figures represent stockholders gins, ncading underwriting sarniags 
and investment profits and appreciation. 
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the preceding year but 15 cent above 1927. 
Thirteen companies had der earnings in 
1929 than in 1928, while ten were lower. Ford 
Motor is not included, as it has not 
yet issued its annual balance sheet from 
which the change in surplus account can be 
calculated. 

Suppliers of automotive parts and acces- 
sories fared somewhat better than the makers 
of complete vehicles, and profits of fifty-one 
companies showed little change. Tire com- 
panies did moderately better than in 1928, when 
they had to absorb heavy losses caused by the 
break in crude rubber prices, but their profits 
were still below the year 1927. Some of the air- 
craft and engine manufacturers increased their 
earnings last year, but the manufacturing 
branch of aviation has not proven so profitable 
as has the transport. 


Machinery and Tools 

Machinery and tool builders increased their 
profits last year almost without exception, the 
gain for sixty-one companies being no less than 

per cent. Electrical machinery and appara- 
tus had a gain of 16 per cent, and General 
Electric Company, the largest organization in 
this group, increased its net profits from 
$54,1 ‘000 in 1928 to an estimated $67,000,000 
last year. 


Earnings of agricultural implement manu- 
facturers continued their upward trend last 
ear even though increase in sales did not 
ulfill earlier expectations. Railway car and 


locomotive peer were given the largest vol- 


ume of orders since last October that they 
have had in several years, only part of which 
is reflected in the 44 per cent gain in earnings 


for 1929. 
Building Materials 


Classification of concerns supplying building 
materials is difficult because of the diversity 
of ucts that are used in new construction. 
Taking the basic materials such as cement, 
stone; gravel, brick, tile, and glass, together 
with humerous “building specialties” such as 
roofing, asbestos, etc., the rts of bia 
six cOmpanies showed combined earni n 
1929 equal to 1928 but below 1927, and the 

ing would be less favorable were it not 
phon fact that Legree eer os pid 
ialty companies tend to offset 
creased earnings of producers of basic mate- 
rials such as cement and 

Other lines of business related to buildin; 
but separately classified include lumber an 
furniture, which are getting along only fairly 

; heating and plumbing fixtures, which is 

le but does not grow very rapidly; paint 
varnish, which improved its earni 
as @ result of large demands from 


industry. A limited number of reports 


from companies Owning and operating real 


€state show no definite trend. 


Food Products 


Steady demand for food products and rapid 
turnover of inventories give this line a sta- 
bility such as few industries enjoy. Fifty 
companies making dairy products, confection- 
ery, beverages and miscellaneous food products 
have made almost uniformly good progress. 

The same is true of baking. Meat packers 
suffered last year from the decline in hog 
prices, and the four leading packers made an 
average net profit margin of only one cent on 
each dollar of sales. Reports of sugar pro- 
ducers reflect the continued depressed condi- 
tions in the industry. Of eighteen representa- 
tive companies having properties in Cuba, the 
majority reported deficits last year, and for 
the group there was a net defict of $3,195,000 
on a combined capital and surplus at the begin- 
ning of the year of $310,000,000, while com- 
panies operating in Porto Rico (duty free) 
were adversely affected by the hurricane and 
made a return of only 2.4 per cent on their 
investment. 


Tobacco companies generally had a good 
year, with the best showing in the popular 
brand cigarettes and the poorest in cigars and 
smoking mixtures, while in the retail distri- 
bution of tobacco products conditions are 
chaotic due to price-cutting. 


Textiles and Apparel 

Declining commodity prices during the past 
several months coupled with the stock market 
break have severely restricted purchasing of 
the four major textiles and intensified the 
tendency toward overproduction. Apparel 
sales to the public have not béen affected so 
seriously as the movement of the raw and 
semi-finished materials, but extremely keen 
competition keeps selling costs high. Makers 
of miscellaneous textile products such as car- 
pets, upholstery, etc., have done only fairly 
well despite the record year of the automobile 
industry, which is a large consumer. 


Merchandising Organizations 

In the field of merchandising there appears 
to be an irresistible movement toward larger 
and more completely rounded o tions 
that will be made up of groups of rtment 
stores and chains of smaller stores, do a mail 
order business and possibly wholesale also, 
and manufacture of a portion of their own 
merchandise. 

Because of the expense incident to this con- 
stant evolution in the merchandising organi- 
ati and the fact airs egy vr 

coming over-crowded, it is not ing 
that the past failed to show the usual 
growth in earnings for the group as a whole. 








— ¢ 
' 


te erPMarait 


© 


a oe wn 


ss ¢ —_— rs ee 


Pe ee ee a eee ow 





Concerns in the motion picture, theatre and 
other amusement lines have had rapidly grow- 
ing earnings but also largely augmented 
demands for capital to finance the develop- 
ment of talking pictures and consolidations. 
Producers of chemicals may not find such a 
good market this year as last but their prod- 
uct is so diversified that there will doubtless 
be numerous exceptions. Drugs and sundries 
evidence a quite consistent growth from one 
year to another. 

Manufacturers of household equipment and 
supplies such as refrigerators, vacuum clean- 
ers, etc., are continually broadening their 
market, but competition is keen and tempts 
the more liberal use of installment credit. 
The office and business equipment industry has 
just completed a banner year and considers 
that the present slower pace of general busi- 
ness is an argument for installing improved 
systems. Conditions in the paper and pulp 
industry have been somewhat unsatisfactory 
due to the rapid expansion of paper mill and 
power plant installations, but some of the 
companies making paper and cardboard prod- 
ucts have done very well. 

Coal mining earnings in 1929 were some- 
what better than in 1928 but are still sub- 
normal. Petroleum production and refining is 


laboring under the burden of excessive stocks, - 


but the fact that combined earnings of forty- 
four companies last year totaled $615,000,000, 
which was $86,000,000 ahead of 1928 and more 
than double that of 1927, gives reassurance 
that the oil industry is meeting its problems 
with a fair degree of success. 


Public Utilities 


A consolidated statement coveri the 
operation of all Class I railroads in the United 
States has just been issued and shows that 
although 3 per cent more traffic was handled 
than in the preceding year, operating expenses 
were allowed to increase by only 1.6 per cent, 
resulting in an increase of net operating in- 
come of 6.7 per cent. This brought the rate 
of return on property investment up to 4.95 
per cent as compared with 4.72 in 1928 and 
with 5.75 per cent which the roads are to be 
permitted to earn under the Transportation 
Act. No less. than thirteen. Class I roads 
operated at an actual loss last year. 

Public utility earnings, based on reports of 
the ninety-five important systems supplying 
electric light, heat, power, tractions, gas and 
water service in the United States, increased 
over the preceding year by 3.4 per cent in 
gross and by 16.2 per cent in net, which was at 
a slightly stan rate of increase than the 
average Over previous years. 
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ncial companies in this study 

fits, an analysis of sixty New York City 

nks was red. In the years 1927 ‘to 

1929 these ms absorbed by merger 52 

other banks, whose earnings in priot years 
in mind 
bank 


were taken into account. 

the possible inaccuracy in calculating bai 
earnings from a comparison of statements 
and dividends, without a complete profit and 
loss exhibit, the fact that ents of the 
pt affiliates can be known only as they 
are es d out in ah ae apie t uestion 
as to rats nem pate Baines e group 
of New York City banks constitutes the 
banks throughout the country, the increase 
of 23 per cent in 1929 is no larger than would 
be expected to result from the expanded 
loan portfolios and high interest rates that 
prevailed. : 

In the case of insurance companies, most of 
the life companies are mutual and do not make 
profits in the ordinary sense, but a tabulation 
was prepared of forty representative stock 
companies in the fire and casualty fields. These 
companies are heavy investors in common 
stocks, and in analyzing their operations the 
investments are eR at market value and a 
calculation made of “stockholders’ gains” from 
underwriting and investment profits combined. 
In 1928 the showed stockholders’ * 
of $136,829; and in 1929 only $75,950,000, 
which, however, does not mean that 
realized profit from underwriting and invest- 
ments was so much lower in 1929, but only 
that in 1928 there was a large writing up of 
security holdings to market value. Exc 
for this, the results in the two years wont ts 
about the same. 

Investment trusts have come to occupy an 
important place in the financial structure but 
are not included in the composite table for the 
reason that very few trusts have a three years’ 
earning fecord. Over half of those now in 
existence were established in 1928 and 1929, 
Following is a summary taken from a recent 
comprehensive survey of investment trusts, 
showing their capital funds (bonded debt, pre- 
ferred stock, common stock and surplus) as 
given in statements of December 31, 1929, 
classified as to the year of organization: 


CAPITAL FUNDS OF INVESTMENT TRUSTS 
December 31, 1929 
N 


umber Capital Funds 
¥ Organized 000’s omitted 
sg Be AON cy.n.0 46 04 Konus " 5 seins 
i atdars iki caaeanceee 4 256,851 
BO pict ccs 5 ccm Fin 5 CREE 20 4 
WU K'6sk cas s egcee 26 146,114 
WOO G8 vind» hind CREE 25 867 
pt a ree re 94 
MD cas ko oieuc ee eure te 121 
BOB ois 6 iN ee dda rs 1 8,021,488 
WOME. . eee 484 $5,808,477 
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is $1,138,000,000, against $1,153,000,000 on 
January 29. 

Changes in Federal Reserve discount rates 
in February were as follows: 


Published reports of most investment trusts 
do not contain gufficient information to reveal 
the full story of their operations last year. 
Twenty-seven reports that are fairly complete 
show that net earnings, including interest and 
dividends, received and profits realized, after 

but before interest charges and taxes, 
averaged 83 per cent on total capital funds, 
which are represented by preferred and com- 
mon stock, surplus and funded debt. Market 
value of the investment portfolios of the same 
identical trusts, however, had declined on 
statement date to 89 per cent of book value, 
on the average. Due to the lack of uniform 
and complete accountants’ reports, as well as 
to frequent c in capitalization through 
issuance of additional shares or repurchase of 
shares for retirement, it is difficult to establish 
any operating standards that are very satis- 
factory for investment trusts as a whole, but 
this will come in time. 


Fourth Quarter Results 

In order to measure the extent of the slump 
in earnings during the final quarter of 1929 a 
separate tabulation was made of those com- 
panies that issued fourth quarter as well as 
annual reports, or that permitted the figures to 
be calculated from their published reports 
covering the first nine months of the year. For 
100 representative industrial and merchandis- 
ing companies for which comparable reports 
are available, the fourth quarter ge 
decreased from .$200,663,000 in 1 to 
$187,167,000 in 1929, or by 6,7 per cent. 

Gains and losses were about evenly divided 
in number. Without the steel group, however, 
led by United States Steel Corporation, which 
increased .its fourth . quarter profits from 
$30,740,000 to $39,972,000, the combined 
earnings of the remaining companies showed 
a decrease of 17.6 per cent. drop of this 
extent is no. more severe than had_ been 
expected in view of the aarp curtailment in 
business activity in the final quarter of the 
year, but it nevertheless stands in _striki 
contrast to the substantial increase achiev 
in the first three quarters of the year, which 
aiicaey to our tabulation amounted to 26 
per cent for all industrial companies reporting. 
Money and Banking 

The past month has been a 
New York money. market, wi 
liquidation. The borrowings of New York 
city member banks of the Reserve bank are 
down to $1,000,000. .Total borrowings of the 
twelve reserve banks are down. from 
$406,000,000 on January 29 to $342,781,000 on 
F 26, while open market bills are up 
from 000,000 to 000,000 and govern- 
ment securities from $476,000,000 to $482,- 
000,000, Total reserve credit outstanding 





uiet one in the 
further credit 


“utility group new issues 


Feb. 6 Richmond 6 to 4% 
6 New York 4%“ 4 
7 Chicago 4%“ 4 
7 Cleveland 4a 
7 - * 4% 
7 “ 4% 
11 St. Louis “ 4% 
13 Boston : 4% 4 
15 Kansas City 4% a 


The Reserve banks of Philadelphia, Atlanta 
and San Francisco had previously established 
the 4% rate. 

The weekly reporting member banks show 
a pronounced liquidation in the weeks from 

anuary 29 to February 19, loans being down 

143,000,000, nearly all of which is of the 
commercial class, those on securities remaining 
almost unchanged. Investments increased 
$42,000,000. 

Money rates have undergone but little 
change during the month. Call money and 
time loans on collateral security are quoted 
as a month ago, to-wit: on call, 4 to 4% per 
cent; time, 60-90 days 4% to 4%, 4, 5 and 6 
months 434 to 5. Commercial paper quoted 
last month at 4% to 5 is now quoted at 4% 
to 434. Bankers’ acceptances have undergone 
two reductions since last month, to-wit: from 
4 to 3% to 3%. 

Gold movements to and from this country 
in the month have consisted in the main of 
receipts from Japan ($30,000,000) and Brazil 
($11,690,000). A further shipment from Brazil 
of about $5,000,000 is reported on the way. 
Approximately $2,000,000. has come from 
Bolivia, and $1,000,000 from Colombia. An 
aggregate of $4,158,000 was charged out by 
earmarking. ' 

ring rates also have undergone little 
change. e lowest dollar rate for sterling 
during the month was $4.86, at the close, and 
none of the European rates are near the gold 
point for either import or export. 


The Bond Market 


The bond market has developed an improved 
tone and action in the month of February. 
Coritributing factors have bee2 a further 
slight easing in money rates and a sharp de- 
cline in the offering of new issues. Total 
volume of bond offerings advertised in the 
New York market through February 25th was 
$289,000,000, according to the Wall Street 

ournal, t a total of $626,000,000 in 
anuary. is decline is accounted for a 
ing off in domestic offeri eto lic 
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compared with $388,000,000 in January. Total 
municipal offerings were only $42,000,000 as 
against $120,000,000 in January. Railroad and 
industrial offerings were also smaller. New 
foreign issues, on the other hand, were much 
larger. Including Canadian issues of $32,000,- 
000, total foreign offerings were $117,000,000 
in February against approximately $50,000,000 
in January. 

The ae of new stock peony was 

again small, totalling only $22,000,000, or 
about "s 0,000,000 less than the meager 
January total, and presenting a vivid contrast 
to the huge offerings of last summer. 


Dealers are now reporting a more active 
demand for all classes of high-grade bonds. 
Increased interest has also been most notice- 
able in the case of foreign dollar bonds, for 
which a strong demand has developed from 
European sources. The steady decline in 
European money rates has resulted in large 
purchases from abroad of issues previously 
floated in this country. This repatriation of 
foreign dollar bonds has been most note- 
worthy in the case of leading French and 
German issues. Two issues of French 7s and 
7%4s, and the German 7s floated here in 1924 
in connection with the Dawes Plan, each 
amounting originally to $100,000,000 are said 
to be disappearing rapidly from this market. 
The demand for Italian and Scandinavian obli- 
gations is also strong. 


Domestic buying of municipal and corporate 
issues was more active in February. During 
January and the first half of February, the 
demand for bonds was concentrated almost 
entirely upon issues of the highest grade. Re- 
cently, however, signs of increased interest 
in second grade issues have become more ap- 
parent. Bonds in the hands of dealers are 
reported to be steadily dwindling. In the case 
of tax exempt issues, the supply of bonds in 
dealers’ hands is now estimated conservatively 
at about $50,000,000, as compared with a 
normal supply of $125,000,000. to $150,000,000. 
Institutional demand has accounted for most of 
the recent bond buying, and there are at pres- 
ent no indications of any slackening in interest 
from this source. An important factor has 
been the upward trend in savings bank de- 
posits since the first of the year. 


This general improvement has been reflected 
in a better tone for bond prices of all classes. 
Under the impetus of the strong buying from 
abroad, most foreign dollar bonds have con- 
tinued their gradual rise. Domestic bond 
averages, which showed a sagging tendency 
under the weight of heavy offerings in January, 
held firm throughout February, with numer- 


ous small advances:among many of the high- 
grade issues. 


Money in Europe 


The trend toward cheaper money in London 
and on the Continent continued during the 
month of February. The reduction of discount 
and advance rates by the Bank of France by 
¥% and 1 per cent on January 30 brought 
prompt action on the part of other central 
banks, especially when it became evident that 
the drop in the franc removed further danger of 
money flowing to Paris. 


The Bank of England effected its fourth re- 
duction since the end of October a week later, 
on February 6, its rate now being 4% per cent. 
The Reichsbank reduced the rate on P wreanere 
3 to 6 per cent and the Central banks of Auk 
tria and Hungary followed on February 10 and 
12, lowering their rates to 644 per cent. The 
following table shows that in most of the 
countries of western and central Europe money 
is now as cheap as in 1927. 


The exception is Italy, which so far has 
failed to reduce its rate of 7 per cent, main- 
tained since March, 1929. The reason for this 
probably is the quotation of the Italian lira, 
which continues close to the gold export point. 





CENTRAL BANK RATES IN EUROPE 


Present High in End of 
Rate 1929 1928 1927 
Western Europe 

6% 4% 

8% 3% 

5 4 
Holland .... by ay 
Switzerland.. 8% 3% 


Central Europe 
Germany ... 1% q7 
Austria .... 8% eh 
Hungary ... 8 q 
Italy 7 6% 
Sweden .... 5% alg 
Denmark ... 5% 5 
Norway .... 6 5% 


Eastern Europe 


Aannean 


9 8 R 
Rumania ... 9% 6 6 


*Lowest since war. tLowest since 1925. tLowest 
since 1927. 


Even more striking evidence of increasing 
monetary ease in Euro: sdb to be found in the 
fact that the decline o market rates has 
been faster than aie ntral bank rates. 
In a number of countries three month bill rates 
are more than 1 per cent below the Central 
bank rate. The following table prepared on 
the basis of quotations published by the 
Dresdner Bank in Berlin will illustrate how 
much the open market rates are out of the line 
with the Central Bank rates: 








\ 












Aver. Ratein Endof Current 
December January Cen. Bank 


London 
Day to day monevy.......... 4.26 8% iiien 
Three month bills.......... 4.75 3H 4 hy 
Bay to day money......... 3.46 33% inpiel 
Three month Dillc.......... 3.52 3% 3 
Berlin 
Day to day Leste 8.13 44 —B% wee 
Three month Dilis.......... 6.98 6 6 
Amsterdam 
Day to day money.......... 3.10 1 nm 
Three month Dilis.......... 3.50 2% 
Brussels 
Day to day 2.50 1% siaah 
Three month bills......... 4.40 8% 8% 
Zurich 
Day to day money.......... 2.04 2 nme 
Three month Dills.......... 3.16 2% Bye 


The current three month bill rate in London 
is 3y%-3%4 or more than one cent below the 
Bank of England rate. In Berlin the current 
rates are also % to 1 cent below the 
Reichsbank rate, and a further reduction in 
the latter is talked of. 

Although the Bank of England increased its 
gold holdings but slightly during February, by 
reason of the reductions in circulation and 
security holdings, the ratio of reserve to de- 
posit habilities has risen to over 65 per cent, 
which is the highest since the war. Apparent- 
ly the Bank has been endeavoring to raise 

market rates by selling securities, its 
holdings of the latter having been reduced 
approximately $100,000,000 during the past 
month. 

The gold holdings of the Bank of France 
have not changed materially during the past 
month, the reduction of the discount rate to 3 
per cent having practically put an end to im- 
ports. A shipment of 30,000,000 francs (about 
$1,200,000) has been made from Paris to Ber- 
lin, and is taken as a sign that-the Bank of 
France is ready to release gold as the course 
of international business requires. 

The Reichsbank is the institution which has 
been accumulating gold in the last month, 
gaining about $26,000,000 to the 23rd ultimo, 
most of which came from London and largely 
by — importations. The bank’s total of 
gold and foreign exchange is now approxi- 
mately as high as one year ago. 

Although the general reduction of interest 
rates has been a great relief to Europe, senti- 
ment has turned pessimistic on account of the 
fall of commodity prices. A revival was hoped 
for as a result of cheaper money, but the price 
reductions have had the usual effect of making 
buyers timid. Manufacturers hesitate to buy 
faw materials and merchants hesitate to buy 
finished on declining markets. It is an 
illustration of the Bry yest sm ha all a 
to price changes, e great losses suffered 
in R021 are still fresh in everybody’s mind. 
The decline of open market interest rates 
related above probably may be ascribed in part 





to the hesitant attitude of business. The tex- 





tile industries, including rayon, show lessened 
activity, and corresponding to this all reports 
from th America tell of very light imports 
into the countries of that continent. A similar 
situation exists in the British Dominions, in 
China, Japan, and generally where purchasing 
power depends upon raw materials and food- 
stuffs. 


Bank Rates and Reserves in South America 
and British Dominions 


The effect of the fall of prices upon banking 
conditions and the exchange positions of the 
South American countries and the British 
Dominions is shown by the gold holdings in 
December, 1928 and December, 1929, given 
below. It will be seen that the course of 
money rates is the opposite of that in Europe 
and the United States, and that as the result 
of a practical cessation of funds from foreign 
loans, together with lessened value of exports, 
they have lost considerable amounts of gold. 

Central bank rates and commercial paper 
rates both show a considerable increase as 
compared with a year ago. 




















Central Bank Rates Dec. 1929 Dec.1928 
Colombia #: 9 
Chile 6 6 
Peru 7 6 
Ecuad 10 & 
SE A BISOR, , renters tececnctnecccesapeongece 6 5% 
WOR Te oc vtakccercccticiccsectsorncion 7 q 
Commercial Paper Rates (Best) 
Argentina 7%-8% 6-7 
Chile 7%-8 7 
Brazil 8-12 8-10 





GOLD HOLDINGS OF SOUTH AMERICAN REPUBLICS 
AND BRITISH DOMINIONS 
(in millions of Dollars) 
Dec. 1929 




















Dec. 1928 
Colombia 37 63 
Brazil 149 
Argentina 607 
Chile ge 7 
Peru 21 21 
Australia 89 108 
Canada 78 114 
South Africa 36 89 








* November, 1929. 


HOLDINGS OF FOREIGN BILLS AND 
RESERVES ABROAD 





Dec. 1929 Dec. 1928 
South Africa 32 41 ; 
Australia 41 84 
Chile 50* 68 








* November, 1929. 
Low-Priced Staple Commodities 

In the January Letter we referred to the 
depressed conditions existing in countries 
largely dependent upon exports of certain raw 
or crude commodities which at present are 
bringing low prices, and the effects which this 





situation may have and indeed is having upon 


world trade. During the past month the gen- 
eral tendency of prices has been lower, and in 
several instances, owing to developments af- 
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fecting particular commodities, or a lack of 
buying interest, the declines were pronounced. 
This was true of wheat, and other grains suf- 
fered sympathetically. In general it may be 
said that recent declines have been of this 
character or due to the business recession, 
which has placed the markets under the influ- 
ence of pessimism. Sugar and silver have made 
new low records for all time. 

The following table gives the prices of an 
important list of staple commodities of the raw 
or crude class on February 25, 1929, September 
23, 1929, and February 24, 1930: 


COMMODITY PRICES 


Sales for immediate delivery in New York, unless 
otherwise indicated. 


Feb. 24, Sept. 23, Feb. 25, 
1929 





1980 1929 
Metals (in Ibs.) (cents) (cents) (cents) 
Steel, Tron Age AVirweecceee 2.31 2.40 2.39 
Copper, Electro. Ct. Val....... 18.00 18.00 18.25 
-: | PR 45.38 49.00 
Lead, E. St. Lovis...nccee 6.10 6.70 6.88 
Zinc, B. St. Louis... 5.15 6.73 6.33 
Silver (FIC 02.) nccccccscecceceseeesee 48.00 50.50 66.25 
Textiles (in Ibs.) 
Cotton, MIAAHNE ......ccccccee 14.90 18.40 20.55 
Wool, Merinos, Boston.......... 84.00 95.00 112.50 
Silk, Japan, double extra...  4.50* 5.15* 5.10* 
Rayon, Vise. 300 D 40-60F.... 1.00* 1.00* 1.10* 
Jute, first Marks... 6.25 7.50 8.00 
Tropical Products (in Ibs.) 
Coffee, Rio NO. Torcecccccccssecesee 10.25 15.50 18.25 
Coffee, washed Bogota.......... 18.50 23.00 25.00 
Sugar, 96% raw, less dutyf.. 1.78 2.25 1.94 
Tea, Ceylon Pekoe, Com...... 26.00 28.00 $1.00 
Cocoa, Beans, Accra Main... 9.00 11.00 10.50 
Rubber, Smoked Sheets........ 16.38 20.25 26.62 
Coconut Oil, tanks ............. 6.88 7.00 8.25 
Palm Of], Lagos ..ce.csrsccsrcererees 7.50 7.75 9.25 
Grains & Foodstuffs (in bu.) 
Wheat, No. 1 North, Minn.... 123.50 129.88 123.62 
Wheat, No. 2 Hard, Kan. C. 105.50 127.50 124.25 
Corn, No. 3 Yellow, Chi....... 79.25 98.25 93.75 
Oats, No. 2 White, Chi.......... 41.75 49.63 61.75 
Barley, Milwaukee 2... 62.00 67.50 69.00 
Beans, Lima (1DS.) cccsecceee 12.25 16.50 13.50 
Cottonseed oil, S. W. (Ibs.).. 7.25 7.62 9.12 
Linseed oil (c.1.) (Ibs.) ....... 14.00 15.80 10.20 
Rice, fancy blue rose (Ibs.) 4.88 5.00 4.50 
Steers, good, Chi. (Ibs.)...... 13.87 14.38 13.21 
Hogs, heavy, Chi. (Ibs.)...... 10.75 9.85 10.52 
Lambs, bulk, Chi.. (Ibs.)....... 11.75 13.12 16.75 
Butter, Cre. ex. (Ibs.)............ 35.50 47.25 50.00 
Oleo oil, Eastern No. 1 (Ibs.) 12.50 11.13 11.75 
Hides, nat. steers (Ibs.) ..... 14.00 19.50 14.75 
Miscellaneous 
Gasoline, tank wagon (gal.) 13.30 14.00 17.00 
Sulphate of ammonia (ton).. 2.00* 2.15* 2.35* 
Southern Pine, Kan. C.** ... 20.62 22.61 24.72 
Douglas fir, Portland***...... 12.32 16.56 16.31 
Coal, Pool 9 Cent. Pa. (ton) 1.85* 1.75* 1.85* 





* Dollars. 

¢ Based on price of duty-free sugar. 

** Average of 3 grades of Common No. 1 and No. 2. 
*** Average of 4 grades of Common No. 1 and No. 2. 


Supplementing the discussion of last month, 
the situation is briefly reviewed herewith: 


Argentina and Uruguay 

In Argentina, the first official estimate of 
the cereal and linseed crops now under harvest 
places the production of wheat, oats and lin- 
seed at approximately 50 per cent of last 





year’s crops. Inasmuch as the prices of wheat. 
and oats are no higher than a year ago and 
the price of linseed not high enough to com- 
pensate for the smaller crop, the loss in export 
values is important. Fortunately, however, 
the corn crop is coming along with excellent 
promise, and inasmuch as the acreage planted 
was much larger than ever before, an export- 
able surplus of 10,000,000 tons is now consid- . 
ered probable. This will surpass all records, 
and inasmuch as the United States has a small 
crop, the European market is likely to be a 
fair one, although the corn crop of south- 
eastern Europe is unusually large. Corn, 
therefore, probably will make good to Argen- 
tina some part of the falling off in the other 
grains. 

The slow demand and low prices for wool 
and hides remain a depressing factor, retail 
business is slow and business generally is dis- 
posed to follow conservative policies. Cattle, 
however, are bringing good prices. 

The closing of the conversion office has re- 
sulted in violent exchange fluctuations, which 
affect the prices of all Argentine exports and 
imports, to the disadvantage of the country, 
also in higher interest rates than the country 
has known in the last decade. Another result 
of the policy of suspending gold payments has 
been that American bankers who had under- 
taken to market a loan of $8,000,000 for the 
province of Buenos Aires for the construction 
of school buildings have advised the author- 
ities that in view of this action they cannot 
undertake to carry out the original arrange- 
ment. It is reported that a loan for a smaller 
sum will be made. 


Advices from Uruguay are somewhat like 
those from Argentina, although grain is a 
factor of less importance. Exports of wool 
are considerably behind this date last year, 
“buying interest in all parts of the world being 
extremely slack. There is still an enormous 
amount of unsold wool which is continually 
losing value. This naturally has had its re- 
percussion upon business. Conditions in the 
cattle and cereal trades are better than last 
year, but not sufficiently so to offset the losses 
on wool.” 

The Coffee Countries 


The situation in the coffee countries is about 
as heretofore stated, except that credit condi- 
tions have been growing more stringent, with 
resulting pressure upon debtors and numerous 
failures among business houses. In Brazil the 
Sao Paulo banks as a policy of prudence have 
improved their liquid position decidedly in re- 
cent months by reducing loans. 

A report from a reliable source states that 
the banks having branches in the interior have 
adopted the policy of refusing to protest any 
bills drawn on interior firms, except where the 











March, 1930 


same are to be protested against drawer as 
well as drawee. This results in practically a 
moratorium throughout the interior, but does 
not apply in the City of Sao Paulo. Obviously 
this works hardship upon firms in the leading 
cities doing business in the interior and num- 
erous cases are reported of resulting embar- 
rassment. It is said, however, that this policy 
in itself makes little difference in the situation, 
“inasmuch as most interior firms would not 
be able to pay their bills anyway, as they are 
not bap. Bare by their customers, who are 
largely plantation workers and others who are 
dependent on the plantations. It is true that 
most of the plantations have only paid part of 
what they owe their workers, if any, and that 
there is very little money circulating in the 
interior.” Up to the middle of January nine 
failures among coffee houses had occurred 
with liabilities aggregating 144,000 contos, or 
approximately $18,000,000. Failures among 
firms in other lines also were important. 


The feeling in Brazil seems to have reached 
the stage where a calamity to the next crop 
would bring a sense of relief. This is the out- 
come of a policy which has been described the 
world over as a practical demonstration of 
successful price regulation. The authorities 
always have declared with undoubted sincerity 
that they were intent only upon assuring a 
“fair price” to the producer, but the result of 
this “fair price” has been a rapid increase of 
coffee production not only in Brazil but in 
every country where coffee could be grown, 
until the stocks on hand are unmanageable, and 
hopes are centered upon a miracle or calamity 
of some kind that will stop further accumula- 
tions until the present holdings can be sold 
and the indebtedness based thereon liquidated. 
Naturally, all industry is depressed, and un- 
employment is serious. Automobile sales are 
at a standstill. Wileman’s Brazilian Review 
(Rio de Janeiro), January 23, says that the 
last quarter of 1929 had shown “a recession 
in business activity probably without a parallel 
in the annals of Brazil’s commercial history.” 


Much of the coffee in interior warehouses is 
of the crop of 1928, a part of which was dam- 
aged by rain and is saleable only at about one- 
third the price of good coffee. Recently the 
Coffee Institute has made an offer that these 
low grade coffees may be turned over to it for 
destruction without other compensation than 
that other coffee may be substituted on the 
waiting list. This will effect a reduction of 
warehouse stocks. 


Australia and Wool 


The Premier of the Commonwealth of Aus- 
tralia has made representations to the Govern- 
ment of Great Britain looking to a suspension 
of the subsidy which the British Government 


is offering for emigration from the home coun- 
try to that Dominion, on the ground that so 
much unemployment exists in Australia that 
an increase of population dependent upon em- 
ployment, or requiring aid in settlement is 
undesirable. 

Australia is in the same situation as Argen- 
tina in having a short crop of wheat at a time 
when carried-over stocks are so large that no 
scarcity exists and no compensation is had in 
higher prices. Moreover, it is seriously af- 
fected by the decline of wool prices. Con- 
fidence in values has been shaken to such an 
extent that at recent auctions results have been 
extremely unsatisfactory and a large part of 
the offerings have been withdrawn. The 
London Times of January 24, 1930, gives the 
following account of the auction to which all 
wool markets had been looking for some 
weeks: 

So far the London wool auctions, which opened on 
Tuesday, have not been, on the whole, favourable to 
growers. Some allowance was made for the very depres- 
sing weather on the first day which, it was thought, might 
adversely affect the inspection of the wool and subse- 
quent buying. The unsatisfactory tendency continued, 
however, on Wednesday, and yesterday messages were 
dispatched to Australia indicating that, on the average, 
many prices were nearly 25 per cent below those current 
at the previous sales in December, and about 560 cent 
below those current a year ago. A good deal of wool 
has already been withdrawn from the sales, and it 
remains to be seen if the present series will run its full 
course until February 11, Much depends on whether the 
lower level of quotations encourages buying, as is hoped. 

The correspondent of the London Econo- 
mist, at Bradford, the seat of the British 
woolen goods industry, writing for the Feb- 
ruary Ist issue, described the situation as 
follows: 

The wool auctions have opened in London with values 
very much in line with what was expected; wool appears 
to be “dirt cheap,” but always there is the feeling that 
it may yet be cheaper, and until prices find rock-bottom 
users everywhere will continue to operate on hand-to- 


mouth lines and there will be no sustained volume of 
business to reveal the real position. 


A view of the wool industry from the stand- 
point of large producers is had by reading 
recent reports of the large Australian pastoral 
companies. The annual meeting of the Aus- 
tralian Pastoral Company was held in London 
on January 21, 1930, and following is an ex- 
tract from the address of the Chairman: 

Our main items of revenue are, as always, ihe pro- 


ceeds of wool and of sales of stock. During the 
under review our wool has only 


previous year, which gives an average net price of 
£20 13s. 4d. ($100.57) per bale, compared with £& 
9d. ($135.22) per bale. 


27 
Wool prices now are on a very low level, but I do 
think that we can count on returning 
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reaction after the heavy fall in the last 12 months 
to be expected and to be desired. Moreover, the 
surplus production is not very large, but any surplue 
has the effect of depressing prices unduly. The Land 
Settlement Advisory Board gave in their report the aver- 
age cost of production of one pound of wool in 1911 as 
5.394. (10.5c) and in 1926 as 12.434. (24.2c); and I do not 
think that average costs have dropped since 1925. These 
figures surely indicate that the improvement of the in- 
dustry should be sought in a reduction of costs rather 
than in an increase of prices. 


Sales of sheep and cattle were also very difficult to 
effect at satisfactory prices, and the balance of sales 
over purchases left us with a credit of only £15,000 
($73,000), against a credit of £88,000 ($428,000) in the 
previous year’s accounts. 


Following the opening London sales, prices 
improved about 5 per cent and have been well 
maintained since. Announcement has been 
made that the auctions in Australia, which 
usually are completed in April, will be spread 
along to the middle of August. Declines on 
the higher grades are shown by the following 
prices, the average of January sales: 


PRICES IN LONDON OF TOPS IN OIL 
(January quotations) 

1926 1927 1928 1929 1930 

d. d. d. d. d. 

64's Warp ....0+.> 50% 46 53% 48 32 

60’s super 46% 42% 50 45 30 
66’s average 26 31% 88% 381% 24% 
23 20% 23% 24 18% 

40’s prepared .... 21% 1914 22% 22% 18 


Increase of production in the four principal 
wool countries in recent years is shown by the 
following table: 


ESTIMATED WOOL PRODUCTION IN THE GREASE 
(in millions of ibs.) 
1909-13 1926-28 
5 year 3 year 
average 1925 average 1929 
292 331 363 
319 330 
116 150 
Un. of So. Africa... 158 235 302 
834 925 
200 255 


357 336 


2,353 2,661 
315 397 


Although the increase from 1928 to 1929 
does not appear large, stocks already were 
accumulating, and with slow trade in goods 
buying has been of the indifferent character 
under which prices give way. 

Australian wools make the world prices for 
good grades and in the past month the Senate 
of the United States has raised the import 
duty in the pending tariff bill from 31 to 34 
cents, which applies to all dutiable wools, the 

to lessen to some extent the 


The fall in wool and the high volume. of 
general importations into Australia in recent © 
ears, have had the effect of producing a 
eavy adverse trade balance. We referred 
last month to the large gold shipments to Lon- 
don on this account, and since then another 
shipment of £7,000,000 (nearly $35,000,000) 
has been made. The London Times of {anwar 
26, describes the exchange situation as follows: 
With the latest alteration in the Australian 
rates, which comes into force today, the officially 
quoted discount on the Australian pound reaches a level 
which has not been touched since the early years of the 
century. The Australian banks in will now sell 


London 
demand drafts on Australia at £975% per £100, while 
their buying rate is £96 10s.; cable transfers on 


Australia are obtainable at £98. In spite of the widen- 
ing in the margin between buying and selling rates it 
is not considered in Australian banking circles in Lon- 
don that increased profits will thereby accrue to the 


The chief aim in again increasing the discount 
on the Australian pound is to check imports, for it is 
felt that these are still being maintained at too high 
a level in view of the volume of exports and of the 
external demands for the service of Australian loans. 
Thus the buying rate for drafts on Australia has been 
raised to a greater extent than the selling rate. While 
British exporters must inevitably be affected the 
fresh reduction in the price they receive for 8 on 
Australia, it is believed to be more particularly desired 
to check certain lines of imports from the United States, 
notably motor cars, which continue to be sent to 
Australia on a large scale. 


Vegetable Oils 

A great trade development with the tropics 
has been under way in recent years, beneficial 
on the whole to all countries concerned, but 
at first inevitably introducing new competition 
for temperate zone products. Vegetable oils 
obtained from coconuts and palm kernels are 
competing with the animal fats which formerly 
were almost the only available fats for edible 
purposes and for soaps and other uses. They 
are entering largely into use for margarine and 
sharp complaint is made that even the farmers 
of the United States are using that commodity 
freely as a substitute for butter in their own 
consumption. 

The African and Eastern Trade Corporation, 
formerly in the African trade, has been merged 
in the last year with the Margarine Union, 
the business of both passing to The United 
Africa Company, a corporation with a capital 
of about $75,000,000. The final meeting of the 
first named concern was held in London on 
January 25, at which time the Chairman ad- 
dressed the stockholders with some of the 
details of the business which are interesting 
in connection with the decline of prices in its 
line of products. He said, in part: 

Our principal products are oils and oilcakes derived 
from oleaginous seeds and from the palm fruit. They 
compete with similar products derived from other 
sources, such as copra, soya beans, whale oil, Indian 
ground nuts and other similar materials. The pro- 
duction of those materials in the year 1927 amounted 
in round figures to 2,500,000 tons; in 1929 it amounted 


to 4,000,000 tons, an increase of 60 per cent in two 
years. Can anyone wonder that consumption has en- 
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tirely failed to keep pace with this overwhelming 
increase in production? No combination, however 
powerful, could save prices from suffering a decline 
under such conditions. 





Agricultural Products 

The Bureau of Labor list of farm products 
had an average value in the month of January 
101 per cent of the average of that month of 
1926, but this compares with 105.9 per cent 
in January, 1929. Cattle and hogs are bringing 
good prices, but sheep and lambs are lower. 
Sheep have been in favor for the last five years, 
but the market for mutton and wool has be- 
come over-supplied and the fall of wool prices 
also affects values. Receipts of sheep and 
lambs at seven leading markets in the first two 
weeks of February totalled 554,000, against 
440,000 in the corresponding weeks of 1929. 
Dairy products have lost heavily in the last 
four months as the result of increasing stocks. 
There have been no overseas importations, but 
an increasing per capita use of butter sub- 
stitutes has been noted for several years. 

Wheat is discussed under “Farm Board 
Policies,” but something more may be said of 
the reasons for weakness. We are indebted 
to the Food Research Institute of Stanford 
University for the following figures of the 
wheat carry-over in each year since and in- 
cluding 1925; 

















































































































(Million bushels) 
1926 4861926 























1927 461928 8=©1929 
United States ....... 135 111 138 142 262 
Canada ....ccccccccs 26 48 78 104 
Canadian in U. 8. 3 4 5 14 23 
Argentina ......sse. 66 61 65 90 120 
Australia .......+. eo ©6888 30 84 43 45 
Afloat for Burope...e. 33 39 : 45 38 

eeeecee ee 4 









The prospective carry-over in 1929 was the 
cause of the break in price to below $1 per 
bushel at the end of last May. The recovery 
which followed was due to disaster to the 
Canadian crop by drought, but the disappoint- 
ing demand from Europe and favorable re- 
ports from the coming Fall wheat crop has 
now raised the specter of large supplies in the 
next crop year. Nobody wants to carry wheat 
into a year of abundant supplies. The cost 
of producing this grain, and all the grains, 
has been substantially reduced by the ma- 
chinery which has been brought into use since 
the war. More wheat is likely to be grown 
in all countries at or around $1.00 per bushel. 
It is a crop for large-scale operations. 

Sugar has been discussed so often in these 
columns that little more need be said. The 
world has been making too much sugar. Like 
wheat the production was greatly stimulated 
by the war. Prices may improve when the 
urgent marketing which always features the 
first of the season is out of the way. 
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Cotton is affected by a depressed condition 
in the goods industry over the world, in which 
the disturbed conditions in China and India, 
the low price of silver and unemployment in 
many countries are factors. It is the clothing 
material of universal use, 


AMERICAN COTTON, ACREAGE, PRODUCTION 
AND CONSUMPTION 


(Garside) 
(000’s Omitted) 
Pro- Carry- Total Con- — 

Acreage duction over Supply sumption 

Crop acres bales Aug.1 bales _ bales 
1926-27... 47,087 17,833 5,501 23,334 15,753 
1927-28... 40,188 . 12,675 1,794 20,469 15,500 
1928-29... 45,341 14,330 6,121 19,451 15,169 

1929-30... 46,594 14,782 4,474 19,256 

Consumption—Aug. 1-Dec. 31, 1928...... 6,271,000 bales 

af 2 ee Scere es 5,905,000 * 

- Decline, five mos, ........ 366,000 “ 


The 1929 crop was about 450,000 bales 
larger than the preceding one, and exports in 
the seven months to the end of February have 
been about 800,000 bales smaller. There is a 
question as to whether the growing popular- 
ity of silk and rayon may affect cotton, but 
cotton is finding many new uses and the de- 
mand should be well maintained. 

The most notable development in recent 
years has been the rapid extension of acreage 
in the semi-arid regions of Texas and Okla- 
homa, shown by the following figures: 


COTTON ACREAGE HARVESTED 





1914 1921 1926* 

Texas Ceeeereseooeseovesses 11,931 10,745 18,374 
Oklahoma ....eseee eeccee 2,480 2,382 4,674 
14,411 13,127 23,048 

All other States. .ccccccsese 22,421 17,382 24,039 











Total cotton acreagé.....+. 36,832 


*Year of the largest acreage. 


It can be seen that Texas and Oklahoma, 
which had less than one third of the cotton 
acreage in 1914, had nearly half of the total 
cotton acreage of the United States in 1926. 

This development has been mainly due to 
the ravages of the boll-weevil in the older cot- 
ton territory and the discovery that the boll- 
weevil does not flourish in the region of scanty 
rainfall. Moreover, cotton has shown itself to 
be a dry weather plant to an extent not pre- 
viously appreciated. The high cost of pro- 
ducing cotton in the older states in combat 
with the weevil, and the lower cost in the new 
lands of the plains region, with exemption from 
the weevil, have resulted in declining produc- 
tion in the one region and an increase in the 
other. It has made hard times in the old 
section, for farmers do not readily abandon a 
crop to which they are accustomed. Much 
of the agifation for farm relief has been due 


30,509 47,087 


‘to the competition of the plains region with 


older sections, in both cotton and wheat. The 
price of cotton is being determined by the 






















































areas of fresh and fertile soils and by larger 
yields per acre than can be had in much of 
the old cotton territory. 


The General Price Situation 


The decline of commodity prices has become 
a subject of common discussion all over the 
world, has aroused no small amount of con- 
cern and thereby has disturbed confidence and 
exerted an influence unfavorable to the recov- 
ery of business from the reaction which it 
began last Fall. The subject is important 
enough to warrant careful attention. 

The table which has preceded shows the 
declines which have occurred in the prices 
of certain selected commodities in the last year 
and since September. Below is given another 
table which shows the index numbers of sev- 
eral well known price tables, compiled in 
different countries either by Government 
bureaus or statistical authorities of recognized 
standing. Each of these tables represents 
many commodities, the number in each case 
being given. The tables are not composed of 
just the same commodities, and transportation 
charges and import duties are a factor in them, 
but as a rule they should and usually do show 
the same general trend. Some of them consist 
wholly of raw commodities while others with a 
longer list include certain manufactures. The 
latter ustially show less violent fluctuations 
than the former, for the reason that wages are 
a larger factor in their value. 





WHOLESALE PRICE INDEXES 
(Based on prewar gold values) 
Jan. Dec. Sept. Ann’! Av’ges 
1930 1929 1929 1928 1925 
United States: 
Bureau of Labor 
Stat. (550) ........ 183.8 185.0 189.7 140.0 148.3 
Bradstreets (96) ..... 126.7 182.8 137.9 148.6 1651.6 
United Kingdom: : 
Board of Trade 
(150) cecccesessossvercevere 181.0 182.5 185.8 140.8 159.7 






Economist (44) ..... 123.7 126.9 131.9 140.9 159.1 

Statist (45) 0... 125.4 128.0 132.5 141.2 159.0 
Germany: (400) .......... 132.0 134.3 188.1 140.0 141.8 
Brance (45) cvevscssesews 117.0 119.0 121.8 126.0 133.0 
Ptaly (125) nrcereccrsesereseeese 122.4 125.0 128.1 183.9 183.0 
Belgitarm (184) cccccccsceee seme 119.0 121.0 122.0 137.0 
Holland . (48)  sesecrwces sree 187.0 141.0 149.0 155.0 
Sweden (174) ese 183.0 135.0 140.0 148.0 161.0 
Australia (92) cccccccorsne were 164.0 170.8 164.7 169.5 
Canada (288)  cnceesecersseee 149.8 150.3 152.0 150.8 160.3 
TAPAN (56) ncrecreeveresseeneee wee 158.0 155.0 159.0 166.0 


Since about 1922, when following the great 
deflation of 1920-21, prices reached a fair 
degree of stability, the trend has been generally 
downward, and in Europe, particularly Great 
Britain, on account of industrial depression, a 
considerable body of opinion has held that 
business was being restricted for want of ade- 

uate credit supplies. In Great Britain the 
vernment has been criticised for raising the 
value of the pound sterling to its old parity 
with gold, the argument being that wages and 
prices were thrown out of relationship and the 


export industries placed in a difficult position. 








The Standard of Value 


Professor J. M. Keynes, well known as the 
author of onomic Consequences of the 
Peace Treaty,” and one of the leading critics 
of the Government’s policy, in a recent public 
address expressed himself in part as follows: 


I pointed out last year that the disparity of move- 
ment between prices and wages since 1924 had faced 
employers with the task of increasing efficiency by 
16 per cent if they were to hold their own. I ventured 
to guess that efficiency was perhaps in at the 
rate of 1% per cent per annum, with the result that 
they might have reduced their relative disadvantage 
from 16 per cent to 10 per cent in the four years ending 
in 1928. Unfortunately, the course of events during 
1929 has further aggravated their problem instead of 
mitigating it; for\prices have fallen by a further 4-5 
per cent whilst wages are unchanged. Moreover, whilst 
the difficulties in which the return to gold involved 
our own industries in the period after 1924 were mainly 
local to this country, the fall in the wholesale prices 
of raw materials has now taker on the character of 
a world-wide disaster. The storm centres are to be 
found to-day, in my judgment, neither in Great Britain 
nor in the United States, but in the great producers 
of raw materials overseas. For these areas are 
reduced to very grievous distress by the comb 
circumstances of the fall in the prices of their chief 
products and the difficulty of obtaining funds on the 
International Loan Market. 


. The London Statist, commenting upon the 
record of its index table during the past year, 
Says: 

The almost unanimous evidence of the sectional index 
numbers points to the working of a general influence 
underlying the movements of sterling prices over the 
year 1929. The statistical position of individual com- 
modities, such as wheat, coffee, tin and cotton, may be 
advanced to explain the fall that has taken place in 
the prices of these commodities, but the downward 
trend in the prices of these and of other commodities 
entering into the calculation of the index numbers 
ns anger ff reflects the influence of the monetary 
actor. 


The deterrent effect of high money upon business 
enterprise is sufficient, however, to exert a definitely 
deflationary influence, and it is this influence which is 
reflected in the downward movement of sterling prices 
during 1929. 


Stock Market Absorption of Credit 


The theory which these authorities advance 
is based upon certain fundamental principles 
of monetary science and banking practice, but 
it is possible to accept the general theory of 
the argument without being convinced that the 
fall of prices which has occurred since 1922, 
and especially the large part of it which has 
occurred in the last year, has been due to 
inadequacy in the aggregate of credit re- 
sources. There are other uses for credit 
besides financing production and _ trade, 
and there is reason for believing that they 
have had more influence upon credit conditions 
in recent years than any deficiency in the su 
ply of gold. It is a familiar fact that in the 
last year the New York stock market did 
attract and tie up from other employment a 
great amount of credit and bank reserves, 
and that since the collapse of speculation more 
than $100,000,000 of gold has been exported 
to Europe with the result that credit. condi- 
tions have been eased in a pronounced degree. 
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The fact is that from 1914 to the present 
time credit conditions the world over have 
been under the influence of the war and ab- 
normal economic conditions resulting from the 
war to an extent that makes it extremely diffi- 
cult if not impossible to say what the state 
of credit, the level of interest rates or the 
price trend would have been under normal 
conditions. 


Flow of Gold to the United States 


From 1920 to 1927, with the exception of 
1925 (due to participation in the Dawes loan 
to Germany), this country had an almost unin- 
terrupted influx of gold, the net increase of 
gold stock being approximately $1,700,000,000. 
This gold did not come because it was wanted 
or inducements were offered, but as the result 
of abnormal economic, financial and political 
conditions in Europe. In the first part of the 
period considerable amounts were used to pay 
off indebtedness of member banks at the Re- 
serve banks, but from June 30, 1922, to June 
30, 1927, total bank loans and investments in- 
creased by approximately $14,000,000,000, of 
which only about $3,000,000,000 can be classed 
as commercial loans, on the basis that all of 
the remainder represented either bonds pur- 
chased or loans on the security of stocks, 
bonds or real estate. 


Call money throughout the year 1924 was 
barely above 3 per cent. Bonds and stocks 
were at an abnormally low level, on account 
of the burden of war paper in the banks and on 
the market. With low rates for money and 
high yields of securities, the rapid increase in 
the lending power of the banks started the 
great rise of security prices, which attracted 
funds in such volume that it defied banking 
control and over-ran reasonable bounds. 


No such movement of gold as that which 
was behind the New York market would have 
been possible under normal conditions. The 
extraordinary movement had reactions of ex- 
traordinary magnitude. It started a specula- 
tive movement in which all the world partici- 

ted and which gained such strength that it 
ignored the exportation of {800,000 in gold 
and by its own attraction effected the recovery 
of one-half of that loss over the combined in- 
fluence of the banking authorities of all coun- 
tries, including the United States. 


The world has not yet found its equilibrium 
since the war. It has been rocking under the 


reactions and counter reactions of economic 
forces ever since. Speculation has not. been 
confined to the United States; it has been 
active in all countries, and it is not certain 
that if the gold reserves had been larger, with 
bank credit more abundant and cheaper, the 
disorder would not have been greater. 





Unstable Business Conditions 

It is reasonable to believe that throughout 
all of this post-war period the instability of 
credit conditions and of interest rates have 
been unfavorable to business and to steady em- 
ployment for the wage-earning millions in the 
chief industrial countries. A disturbance of the 
parity between wage rates and commodity 
prices, resulting from the readjustments inci- 
dental to the reestablishment of the gold 
standard in a number of countries, has been a 
factor. The complicated system of exchange 
by which international trade is carried on has 
not been working smoothly at any time since 
the war, and the difficulties attendant upon 
trade have affected consumption primarily and 
no doubt have had effects upon the price level. 


Speculation is not the only competitor with 
production and trade for bank credit. Banks 
all over the world are carrying large amounts 
of what strictly speaking is investment ', 
which if purchased by individuals would not 
affect bank deposits or reserves. When bank 
credit is used to buy such paper either for 
customers or for bank holdings, the body of 
deposits is increased and reserve requirements 
are increased. The British Government ever 
since the war has had a very large short debt 
in the form of Treasury bills, which has been 
reduced by budget surpluses and conversion 
loans, but even now stands above $3,500,- 
000,000. This comment is not made as criticism 
but as illustrating the demands upon bank 
reserves for other than commercial or indus- 
trial purposes. 


Over-Production and Over-Development 


It does not require resort to monetary 
theories to account for the declines affecting 
many of the commodities which have been 
named and reviewed in the preceding columns. 
It is true that the causes of price movements 
are sometimes more obscure than they seem 
to be, and that under-consumption and over- 
petecems produce very similar results, 

ut where expansion clearly outruns normal 
growth there is little need to press for 
a@ more remote and doubtful explanation. The 
world has made great industrial progress in 
the last decade and by any standard of value 
related to human labor many commodi 
would naturally show declining costs. More- 
over, with increasing specialization and in- 
creasing sapeciy for mass production the evil 
results of heedless, disproportionate and un- 
balanced production are more apparent than 
ever before. The argument that all prices de- 
cline together only proves the interdependence 
of industry. All branches of industry are parts 
of one system, and the system may be dis- 
fo ay ae by unbalanced production as well 
as by faults in the machinery of exchange. 


The Present Price Situation 


It does not seem that the immediate situation 
requires much explanation. That business, 
employment, consumption and commodity 
prices were not affected more by the credit 
stringency which existed throughout the first 
three-quarters of last year is the most remark- 
able thing about the whole situation. It shows 
the strong tendency of business to go ahead 
despite obstacles, so long as confidence is 
maintained, The situation since the beginning 
of November illustrates what always occurs 
after .a shock. which disturbs ‘confidence. 
Rither in stock markets or commodity mar- 
kets, prices falling in a disorderly manner 
excite alarm and trading conditions are quick- 
ly changed. Buyers hold off until they can 
gain an understanding of the new situation 
or are convinced that prices have reached 
bottom. Sellers are not always in position to 
withdraw their offerings and the psychology 
of panic develops among them. When nobody 
is ready to buy and holders are determined to 
sell for what they can get, prices lose all value 
significance, but they spread alarm. 


The business situation has sustained two 
shocks, first from the stock market, for which 
it was in some degree prepared, and then from 
the fall of certain leading commodities for 
which it was not prepared. Elsewhere we have 
described in some’ detail the conditions affect- 
ing these commodities, indicating how the 
purchasing power of certain populations has 
been directly affected. These conditions must 
be reckoned with; they illustrate the funda- 
mental ‘solidarity of world interests, and the 
importance: of national policies which aim at 
the promotion of general prosperity. In our 
opinion there is no need to conjure up imagin- 
ary causes or give importance to improbable 
speculations. Situations more or less like this 
have developed many times before, but the 
organization by which the world earns its liv- 
ing. and supplies its wants has an automatic 
method. of recovering its equilibrium, usually 
finding that it has more to fear from the reme- 
dies proposed than from the ailment itself. 


In 1920-21 the whole world was directly in- 
volved-in a fall of prices compared with which 
the general declines now causing excitement 
were insignificant. Between the month of May, 
1920, and the month of June,:1921, the Bureau 
of Labor index number for all commodities fell 
from 251.2 to 123.0, and the index number for 
raw commodities fell from 2448 to 109.5. 
Nothing of this kind has occurred or is Ba 
sible. For one reason, the credit condition 
which were a factor in 1920 are wholly differ- 
ent now, and there are other good reasons too 
numerous to bé discussed’ now. : 


The Gold Problem — 


The above comments are not invedided 6 
‘the validity or importance of ie 
that the world is vi interested — 
¢ stability of the standard of value and that 
the ‘sublect iw @ Yury proper dns for tanita 
tional consideration and cooperation. We are 
in full accord with the views of Sir Josiah 
og the distinguished economist who was 
the British members on both the Deve 
sat R tions Commissions, The gee 
Times ‘has given’ the following report of 
recent adiiens by him: 
In an address on “Money and the Future of Civiliza- 
svenin, ‘Bir Josiah Stamp” auld that the pro ae 
standard wi intceepeaie: 


the monetary 
ence of the world, was page Bh gene 


stable measurements . me the proper contractual divi- 


sions of the Be pens income within each political unit 
or-area, and of measurements between 


royalties, interest on bond issues, political debts, and 
yes 


Clearly, then, the problem was an international one, 
and ple sag much could be done by each nation per- 
fecting its own credit and banking machinery, complete 
solution could only be obtained by raising the general 
level of international practice and knowledge. <A highly 
developed industrial country, backward in regard to its 
development for credit and currency control could keep 
back the whole advance. It was. like the pace of.a 
cyc club, the pace of the slowest members. Much 

therefore, upon the probity and skill of gov- 
ernments and the practise of central banks. 

In a perfect civilization the dependence of highly 
important social and international relations upon the 
fortuitous quantity and value of a single commodity 
would seem to be crude and barbarous, but for these 
reasons it was extremely se that the general 
level of nations would be sufficiently advanced for the 
next 100 years to dispense entirely with a. metallic 

As the na had inevitably to live with 
a gold standard wayward and intractable, the least.we 
could do was to make friends with it and egret oy 
it and make it amenable. We certainly seemed likely 
to find it rather a bad master, and our task was to 
make it a good servant. 

‘The great gain in the last few years was that the 

character of the problem was now being rec- 
and the immediate dangers to civilization from 
its non-solution were being appreciated. 


Farm Board Policies 


In discussion. of Farm Board policies it 
should be borne in mind that “relief” legisla- 
tion had been definitely pledged by the 
National convefitions of both the great political 
parties in the last presidential campaign. The 
subject had been agitated ceaselessly since the 
great slump of farm products in 1921. Not 
only farm organizations but numerous: other 
business —— had declared for farm: relief 
of some Usually these declarations were 
voted without very definite ideas as to how the 
Government co help the situation; and 

signified little more than expressions of 
will, but they created the appearance of 
a public sentiment which in the opinion of 
the party leaders on both sides made the con- 
vention pledges necessary. ‘This is the back- 
ground of the experiment which is being _ 
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In comparison with other measures that had 
anepets in Congress the proposal to establish 
a Farm Board with funds at its disposal to 
aid the marketing operations of cooperative 
farm associations seemed to be a fairly con- 
servative proposition. Advocates of other 
“relief” measures held that it did not go far 
enough, while those who had no faith that 
any “relief” legislation would accomplish the 
expected results hoped that the Board might 
be helpful in some manner without doing seri- 
ous harm. Legislation of some kind was 
recognized as inevitable. 


The law is vague in some of its terms, un- 
questionably allowing much latitude in admin- 
istration, and of course the Board is pressed 
to use its authority to the utmost. The Presi- 
dent’s appointments were well received by the 
public, the individuals being men of business 
experience and standing, but they were viewed 
with suspicion by certain members of the 
Senate Committee on Agriculture, who put 
the parties through a searching examination. 


Mr. Carl Williams, appointed to the Board 
from Oklahoma, under the questioning, frankly 
said that he had not supposed the Board was 
expected to dissipate the fund entrusted te it, 
and added the opinion that if it was the pur- 
pose of the law and should become the policy 
of the Board to attempt an arbitrary support 
of prices at any point above the level justified 
by the law of supply and demand, Congress 
would need to appropriate some ten or twenty 
billion dollars instead of $500,000,000. 


Mr. Williams admitted holding the opinion 
that a high price for a commodity tended to 
stimulate production and that while a high 
price for cotton might be helpful to the farmer 
temporarily, in the long run it “would ruin 
the farmer, not to say anything about its effect 
on the United States Treasury.” At fhe time 
it looked as though Mr. Williams’ reference 
to the law of supply and demand, and other 
expressions indicative of respect for economic 
principles, had put his confirmation in peril, 
but he was not defeated. 


Policies of the Board 


The central policy of the act is that of build- 
ing up the farm cooperatives, apparently with 
the purpose of having them ultimately handle 
farm products all the way from producers to 
consumers, and the policies of the Board must 
be judged by this purpose. They are intended 
to induce the farmers to join the c tives, 
in the expectation that when this is accom- 
plished these organizations will be able to 
exert such control over production and prices 
as will assure remunerative prices. Much that 
would seem inexplicable coming from a body 
of practical business men is accounted for by 
this understanding of the law. 


The law provides for loans only to coopera- 
tives, or “stabilization corporations” under 
their control. At first the policy of the Board 
was to extend accommodations which would 
be simply supplementary to the regular bank- 
ing facilities available to the public, including 
those of the intermediate credit banks which 
were established some years ago for the special 
benefit of farmers. These banks get funds 
by selling their own paper or rediscounting at 
the Reserve banks, consequently their rates, 
although as low as any on high-class commer- 
cial paper, are not as low as the rate under 
the Farm Board act, since the latter provides 
funds from the Treasury at the lowest rate 
borne by any United States obligation out- 
standing. The bulk of the Board’s loans thus 
far have carried the 354 per cent rate, and 
it is now claimed that no cooperative should be 
obliged to borrow for any part of its needs at 
a higher rate than the lowest current on 
Government paper. 


The Board began lending with consideration 
for the vast extent of the demands which might 
develop and the limited sum at its command. 
It wished the farm organizations to obtain 
what funds they could from accustomed 
sources and come to it only for that portion 
of their needs which would be above the usual 
lending limit. It proposed, however, to lend 
up to 90 per cent of the market value of cot- 
ton or wheat, provided. that the commodity 
offered as security was hedged by a sale for 
future delivery, made on a public cotton or 
grain exchange. 


That seemed to be going some distance in 
the way of service, but the hedging require- 
ment was attacked immediately as subjecting 
values to the domination of the exchanges. 
As a concession to this criticism the hedging 
requirement was dropped and without increas- 
ing the margin of safety above the 10 per cent. 
When the Board began to lend on cotton the 
market price was above 18 cents per pound, 
and the loan rate was fixed at 16 cents. 
The Board announced that in its judgment 16 
cents was a censervative price for cotton, and 
although it did not say that it would support 
the market at this figure this was inferred 
in some quarters and the price was temporarily 

ened. Gradually, however, the price 
worked lower and about February 6th touched 
the loan value of 16 cents and went below it. 
The Board, standing on its opinion that 16 
cents is a conservative price, regardless of 
open market transactions, has continued to 
lend 16 cents per d. The price has since 
been as low as 14.90 cents for spot cotton and 
14.67 for Match delivery. Since the coopera- 
tivés have no capital, if the price fails to rise 
above 16 cents by enough to cover carryi 
charges, the cotton will belong to the United 





States Government, but if it does so rise it will 
belong to the borrower. 


The Wheat Loans 


The November number of this Letter con- 
tained a price schedule showing the rates per 
bushel at which loans would be made on wheat 
of different grades at the principal markets, as, 
for example, $1.18 at Chicago and $1.15 at 
Kansas City for Hard Winter, $1,25 for No. 1 
Northern at Minneapolis, etc. By the first week 
of February these grades were selling below 
the loan values in the markets named and 
have been ever since. At Chicago on February 
25, although the cash price on “country run” 
was held at $1.18 by purchases in behalf of a 
corporation acting for the Board, the same 
grade sold for March delivery as low as $0.9834. 

The Board has justified this policy of lend- 
ing up to full market price, or even above, on 
the ground that in its opinion the market prices 
of cotton and wheat have been lower than 
was justified by what it believes to be the true 
state of supply and demand. 

The Board has organized a corporation to 
buy the “country run” of wheat at prices cor- 
responding to the loan value, but as these 

urchases are strictly confined to wheat com- 
ing fresh from the country, they have no effect 
upon the general market. The Northwestern 
Miller comments upon this situation in part as 
follows: 

For the first time in the history of this country, and 
probably of any other, there are two prices for identical 
wheat. * * * The effect of the government buying 
policy, so far as it is revealed to date, is to separate 
all of the wheat in the country into two classes, with 
unrelated price influences. High grade wheat still on 
farms and finding its way to market with a single 
handling at a country station has a fixed value. All 
other wheat, including the great undigested stock in 
the visible and private mill and other storage, is, so 
to speak, orphan wheat, subject to the price influences 
of domestic and export supply and demand. The “coun- 
try run” price-fixed wheat can find its way into the 


non-preferred wheat class, but commercial wheat cannot, 
by any chance, recover its amateur standing. 


In this action the Board is offering a 
tangible inducement for farmers to join the 
cooperatives. As in the case of cotton, it is 
accumulating wheat at prices much above the 
market. However, it is not accumulating 
much, because the country wheat movement 
is mainly over. The Board’s purchases so far 
have had little or no influence on the market, 
as the bulk of the wheat is now owned by 
speculators, for whom there is no concern. 
In the last few days it has been said that the 
stabilization corporation was supporting the 
futures, and thus affecting the entire market. 


The Wheat Situation 


In October, when the Board fixed the basis 
for loans on wheat, sentiment in this country 
and Canada was still largely under the 
influence of the short crops in Canada and 
news from Argentina and Australia that 


al 


the crops of those countries also would 
be short. It was confidently believed by 
the leaders of the farm organizations in this 
country and Canada that Europe would be 
heavily dependent upon these two countries 
for supplies to the next harvest, and the hold- 
ing policy was adopted. Europe did not accept 
this view and proceeded to satisfy its current 
wants elsewhere. Nevertheless, confidence 
remained strong that by January Ist other 
sources would be exhausted and thereafter 
Europe would have to come here. The Cana- 
dian Wheat Pool acted upon this theory and 
it was the basis of Farm Board policy. When 
January had passed without a significant 
increase in the European demand, holders of 
wheat began to be nervous and to let it go on 
lower bids, and in February sentiment changed 
rapidly. 

Notwithstanding the short crop of wheat in 
Canada in 1929, the visible stocks in Canada 
on February 15 amounted to 205,000,000 bush- 
els, against 185,000,000 at the corresponding 
date last year. Also on that date the stocks 
of wheat in the United States aggregated 
165,000,000 bushels against 126,600,000 at the 
corresponding date last year. 

It looks as though a miscalculation had been 
made as to the needs of Europe this year. The 
European wheat crops may have been larger 
than reported ; moreover, it is certain that the 
crops of corn, potatoes and other foodstuffs 
were larger than in 1928. Several governments 
have raised import duties or enacted milling 
regulations to reduce importations. 

It seems altogether probable that Europe 
will soon have to buy on a larger scale, but 
less than four months remain to the next har- 
vest in the southwest. The wheat acreage in 
that region is larger than ever before, moisture 
conditions are excellent, and barring unfavor- 
able developments, the prospect is for a larger 
crop of winter wheat. Furthermore, unless 
Europe takes wheat on an extraordinary scale 
between now and July 1, the carry-over into 
the next crop year will be of good size, and 
with an average crop of ge wheat, supplies 
a year from now may be larger than now. 
Russia is exporting some wheat this year, and 
with her great purchases of tractors and expan- 
sion of state-operated farms is a standing 
menace for the future. 


It is true that the European demand may 
et be large, that conditions for sowing 
ring wheat may be vay bad, the appeal to 
the farmers to reduce the acreage may be 
heeded, the harvest may be bad, etc., but the 
fact is that the wheat situation at the end of 
February is not as it was expected to be when 
the Farm Board fixed the loan value for wheat 
last October. Even if the saving calamities 
mentioned should materialize, and the aie 
should rise high enough to make all the loans 
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good, it is a fair question whether the Board’s 
policy would be vindicated. As the situation 
stands the Board must be considered as for- 
tunate in not having gotten into the market 
until after the bulk of the movement from 
first hands was over. 


Speculators Have Taken a Whipping 


The plan to build up a marketing system 
which will handle products from first hands 
to consumers is inspired by the desire to elimi- 
nate speculative dealings. The farmers have 
always wanted to sell promptly after harvest, 
and obviously there must be some system 
for carrying grain until it is gradually taken 
by the millers for manufacture into flour. 
Out of this situation has developed the grain 
trade and the organized exchanges, where the 
grains are bought and sold. The farmers have 
been dissatisfied with the prices received, and 
particularly with the fluctuations which work 
so many disappointments. Hence the move- 
ment to have marketing controlled by farm 
cooperatives, financed by the Government. 


It is of interest as bearing on the subject 
that the speculators, as they are opprobriously 
called, are taking tremendous losses on the 
last wheat crop, as the result of their com- 
petitive bidding last summer under the influ- 
ence of reported shortages. The farmers of 
the southwest sold their crop rapidly at the 
high prices thus resulting, and the share of 
the total crop remaining in farmers’ hands 
is now comparatively small. 


The promptness with which prices in the 
markets responded to the news of a short crop 
in Canada was commented upon in our Sep- 
tember Letter, as follows: 


Foreign markets have lagged behind Chicago and 
Winnipeg, foreign buyers apparently being slow to 
accept the damage reports. The situation has been a 
very interesting one as illustrating the part which 
speculation plays in price movements on the grain 

es. It was not a demand for immediate con- 
sumption which raised the price of wheat 50 cents 
per bushel in the face of great stocks and before the 
Canadian harvest had even begun. It was a demand 
in anticipation of a future scarcity which raised the 
price of the entire world crop before a bushel of it 
was needed for consumption. The rise was due to a 
competitive demand arising among. speculators who 
were wanting to obtain ownership of a commodity 
which they believed would advance in value. 

It has been often said that farmers have no say 
in the making of the prices of their products, meaning 
that the individual farmer is practically without influ- 
ence upon prices and has all the world against him, 
The remedy has been said to be organization among 
farmers to act together, but it may be doubted if any 
organization of farmers would act more promptly, 
rapidly and effectively than the free markets have 
acted in the last three months. They have outrun the 
expectations of the farmers themselves. 


It is an innocent speculation to consider 
what would have been the results if the co- 
operatives and the Farm Board hed been 
ready to handle the entire wheat crop at har- 
vest last year. Would the farmers have re- 
ceived as much for the crop as they did in the 


free markets, and if so, how great would the 
losses of the United States Treasury have 
been? 

An Appeal for Acreage Reduction 


The Farm Board has frankly recognized that 
it can do nothing for the farmers unless its 
policies are in harmony with the law of supply 
and demand. Doubtless it intends that they 
shall be, and so intended when it determined 
upon the value at which it would make loans 
on wheat and cotton. 

In pursuance of its purpose to have the law 
of supply and demand on its side so far as 
possible, it is appealing to the farmers to re- 
duce the acreage in cotton and wheat and the 
production of dairy products. Obviously this 
will help in the maintenance of prices, . The 
Secretary of Agriculture in an address at 
Springfield last month plainly stated that the 
fundamental trouble with agricultural prices 
was that production was running ahead of 
world requirements. Unquestionably this. is 
true. Dr. Baker, senior economist of the De- 
partment of Agriculture, in a recent address, 
delivered at the Agricultural Extension Con- 
ference, University of Minnesota, made the 
statement that “at no time since 1900, and 
probably not since 1890, has agricultural pro- 
duction increased at as rapid a rate as in the 
years since the world war.” Dr. Baker also 
said: 

Apparently, the introduction of the automobile, the 
truck, and the tractor, with associated machinery, 
which has caused a large decrease in horses and a 
smalier decrease in mules and has released a large 
amount of feed for meat and milk animals; together 
with the influences exerted by the various agencies for 
the promotion of agriculture,—the agricultural press, 
the farm organizations, the agricultural colleges, ex- 
tension services and experiment siations, the state 
departments of agriculture, the U. 8S. Department of 
Agriculture and other organizations—and, finally, the 
pressure exerted by higher wages, and probably by 
higher taxes, have led to the adoption of improved 
agricultural practices more rapidly than in any previous 
period of history. 

Notwithstanding these known facts and the 
rapidly increasing capacity of the individual 
worker in farm production, the advocates of 
farm relief have resolutely refused to recog- 
nize the necessity for a movement of farm 
population into other industries. On the con- 
trary, this natural movement has been the 
basis of a grievance. They have centered all 
their efforts upon the development of some 
artificial method of controlling prices, no mat- 
ter what the volume of production might be. 

Now the idea is to control production (by 
appeal) with the present, or even an increas- 
ing, population on the farms—presumably in 
partial idleness—to whatever extent is neces- 
sary to secure the main purpose of sustaining 
prices. 

In so far as greater diversification of crops 
is recommended, as in the cotton region, the 
advice undoubtedly is good, but there is 
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the further consideration that the northern 


farmers who have been supplying products 
to the South will have this additional com- 
petition. It is conceivable also that cer- 
tain farmers may feel that they have not been 
going as strong on the particular crops as they 
really are entitled to under the new arrange- 
ment, may elect to slightly enlarge their par- 
ticipation just to bring themselves up to a due 
proportion with their neighbors; moreover, it 
has been often demonstrated that a moderate 
reduction of acreage, say 20 per cent, is readily 
made up in results by a little more fertilizer 
or care in cultivation. Apparently all of these 
considerations and perhaps others must be 
taken into account in calculating the probable 
result of the Board’s recommendations. 

Allowing, however, for complete success in 
the proposed curtailment, it is in order to ask 
on general principles what is to be gained by 
industrial progress unless the natural results, 
in lower costs, lower prices to consumers and 
either ry Sid aggregate production or a re- 
lease of labor to other industries, are realized? 

The question may be asked also if there is 
not inconsistency in the policies of the Board, 
in on the one hand proposing an inducement to 
production in the form of higher or stabilized 
prices and on the other hand urging the farm- 
ers to reduce production? hich proposal 
is likely to have the strongest appeal? Here 
are a few announcements illustrating what the 
Board is doing: 

WASHINGTON, Jan. 30.—A facilities loan of $202,000 
was granted to the Lower Columbia Co-operative Dairy 
Association by the Federal Farm Board today. The 
association is expanding its plants at Astoria, Portland, 
Ore., Grays River, Wash., and Clatskanie, Ore. 

DEL RIO, Tex.—Judge Roger Gillis of Del Rio, mem- 
ber of the National Wool Co-operative Marketing Asso- 
ciation, has been notified that the Federal Farm Board 
has agreed to make the association a primary loan of 
$8,000,000 as a preshearing advance on sheep and An- 
gora goats. The rate is $1 a head on the basis of the 
twelve months’ wool. 

WASHINGTON, Jan. 19.—The Federal Farm Board 
today announced that it has granted to the National 
Cheese Producers’ Federation, a co-operative of 
Plymouth, Wisc., a loan of $150,000 for the effective 
merchandising of its products and another loan not 
exceeding $300,000, supplementing loans from the Fed- 
eral Intermediate Credit Bank, St. Paul, to enable the 
association to advance to its producer members up to 
but not exceeding 75 per cent of the market value of 
their commodity. 

The Valley of Virginia Milk Producers’ Association, 
Harrisonburg, Va., also has received a loan of $50,000 
for the expansion of the association’s physical facili- 
ties, the loan to be secured by a first mortgage cover- 
ing all properties of the association. 

It seems to be a fair question to ask how 
the Board would go about it to secure an in- 
crease of production, if an increase instead of 
a decrease was the end to be attained? What 
may be expected to be the results from loans 
avowedly for the expansion of facilities, loans 
close up to or above the market value of the 
crops, at rates lower than are available to any 
other. industry or business, and which involve 
no obligation except as payment can be made 
out of the security? It seems reasonable to 
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conclude that if such a program does not popu- 
larize farming and encourage more people to 
get into it, farming must be different from 
any other business. 


The Canadian Pool 


Since reference has been made to the 
Canadian Wheat Pool perhaps it should be 
further said that this is a voluntary organiza- 
tion controlling something more than one-half 
the grain production of the western provinces. 
It has no governmental support, except that 
in view of the recent drop of prices and the 
critical situation which would result if the 
banks were compelled to force the sale of 
wheat in order to protect their loans, the three 
provinces have agreed to guarantee a margin 
of 15 per cent above the bank loans. 

The managers of the Canadian pools also 
recognize the law of supply and demand. In 
a recent speech Mr. Henry Wise Wood, Presi- 
dent of the Alberta Pool, after describing the 
policies of the organization, said: 

This does not mean that even then we could fix what 
we considered the right price per bushel for our wheat, 
in relation to the prices we have to pay for what we 
must buy, and arbitrarily maintain that price regard- 
less of consequences. One inevitable consequence of 
such an arbitrary attempt would be the stimulation 
of production, thus involving the problem of supply 
and demand. This problem will eventually be more 
difficult than that of efficient selling. This in turn 
will involve the subsidiary problem of dealing intelli- 
gently wth carry-overs. ... If we are going to deal 
intelligently with prices, we will be forced to deal 
just as intelligently with the regulation of production. 

. In the solution of these problems we may need 


legislative assistance, but we cannot turn the job over 
to the government to do for us. 


It is noteworthy that wherever attempts to 
regulate prices are made, whether in rubber, 
coffee, wheat, cotton, wool, or whatever else it 
may be, the proposal always is to do so in 
conformity with the law of supply and demand. 
Thus the only chance of failure is in a mis- 
calculation of supply and demand, which may 
happen to anybody. The task of determining 
the preper prices must be dealt with intelli- 
gently, as Mr. Wood says, and manifestly there 
is a difference between a situation in which the 
cooperatives deal with their own products to 
suit themselves and one in which the responsi- 
bility of dealing with prices is given to a gov- 
ernmental body operating with public funds. 

It is not improbable that a cooperative oper- 
ating on its own account, and risking capital 
of its own, will have a keener appreciation of 
the risks it is taking than a government board 
which will be under constant pressure to pro- 
duce satisfactory prices and is certain to be the 
subject of unending political controversy. 


The Essential Condition of Control 


The policy of the authorities who have been 
acting for the wheat-growers of this country 
and Canada this year has been to hold off and 
allow the importing countries to first exhaust 
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the supplies of other exporting countries, ex- 
pecting then to have command of the situation. 


The plan has worked well for the other export- 
ing countries, as they have been relieved to a 
great extent of competition from the United 
States and Canada while they were marketing 
their own crops. As a result these two coun- 
tries now have the short end of the year in 
which to sell their surplus and are destined to 
hold whatever the world carry-over may be. 
Moreover, if the other producing countries 
shall be encouraged by this policy to increase 
their production, the two countries will have 
to be content with a diminishing share of the 
export business. Conceivably they might be 
eventually eliminated. Here again Brazil sup- 
plies an example, in her policy of holding an 
umbrella over all other coffee countries while 
they have marketed their steadily increasing 
production. This is the essential condition of 
control where only a part of the producers 
participate. They must allow the others to 
market first. 


A Confused Situation 


There is reason for thinking that the situa- 
tion under the administration of the Farm 
Board act is developing into a more compli- 
cated problem than was generally contemplated 
when the act became a law. The common 
idea then was that the Board would be a new 
advisory body to study marketing and distri- 
bution, with power to more fully finance the 
cooperative associations and enable them to 
handle the crops in a more systematic and 
effective manner. There was some hope that 
it might be helpful in reducing the spread 
which has existed between prices received by 
eyeing and those paid by consumers. There 

been, and is, no substantial objection to a 
development of the cooperatives to any extent, 
in the orderly course of natural growth and as 
their usefulness is demonstrated. However, 
there is such a thing as overdoing a new de- 
velopment by artificial stimulation. A great 
cooperative system hardly can be set up as 
readily as a system of chain stores, but even in 
the case of the latter, experience has taught 
that the best results are obtained by gradual 
expansion. It is inevitable that the plan as it 
is developing shall be the subject of public 
discussion and that there shall be honest dif- 
ferences of opinion about some of the policies. 

e are grave doubts as to the fundamental 
soundness of certain of the ideas advanced, 
and misgivings as to where they will lead. 
The Board itself evidently has apprehensions 
that the success which it hopes to achieve in 
establishing more remunerative prices will 
have the usual effect of stimulating produc- 
tion. There is serious question as to whether 
the $500,000,000 now pledged to the undertak- 
ing will be sufficient to give it a conclusive 












ae SERRE A RSS 








trial. Senator Brookhart, when the bill was 
pending, expressed the opinion that the amount 
should not be less than $2 000,000,000, and Mr. 
Williams, of the Board, has named larger 
figures. Certainly, it would be unwise to de- 
liberately break up the existing marketing 
system before something is ready to take its 
place. Experience has shown that when gov- 
ernments intervene in the markets confusion 
invariably occurs, with the result that private 
capital is largely withdrawn from competing 
operations. It is easy to understand that this 
would be so. Individual dealers may have 
confidence in their ability to estimate the 
natural conditions affecting prices, but, as a 
rule, they do not care to take the chances of a 
market arbitrarily controlled. 


Chinese Import Duties on a Gold Basis 


The decline in the value of silver has had an 
adverse effect upon the revenues of China in 
two ways. In the first place it tends to reduce 
importations of all kinds, because prices of all 
foreign goods have risen in terms of silver, and 
in the second place because the import duties 
being cofieered at fixed rates in silver do not 
go as far in paying the Government’s foreign 
obligations, which are on a gold basis. The 
foreign debt obligations, for which the customs 
revenues are pledged, require about $45,000,000 
per year and at the present exchange rate these 
payments would require 20 per cent more 
revenue in silver than in 1929. 

To meet this situation the Government has 
established a new gold unit of 60.1866 centi- 
grams pure gold, which is the equivalent of 
40.008 cents United States money, From 
February 1 to March 15, inclusive, specific 
duties on imports will be calculated on the 
basis of one Haikwan tael as equal to 1.50 of 
the new unit, which is approximately the 
average exchange rate in the last three months 
of 1999. Beginning March 16 the calculation 
will be 1.75 Haikwan tael to the unit, until 
another change is announced, Internal reve- 
nues do not come under the order, the object 
being to stabilize its income from customs on 
a common basis with the foreign payments 
made therefrom. 

The Peking and Tientsin Times, a news- 
paper printed in England, comments as 
follows: 

Silver is still the general currency medium through- 
out the country, and the fall in its value in comparisen 
with gold has not been counteracted inereased silver 
earnings by the bulk of the population. 
been a steady inerease in wages in most of the Treaty 
Ports, of course, but it has not yet affected the general 
wage-leve] in China. The Chinese masses who have 
become accustomed to the use of foreign piece goods, 


or cigarettes, or kerosene, will not find their wages 
in by twenty per cent, because the value of 





creased 
stiver has fallen, and they will simply have to do with 
smaller quantities of these commodities, or even dis- 
pense with their use altogether. The accumulation of 
silver in China, and the 
very 


all in its value are due to a 


large extent to the stagnation of the export 


trade. Irregular taxation, incessant military operations, 
deliberately fomented labor troubles, and extortionate 
transportation costs are causing world markets to 
look elsewhere than to China for their requirements. 
And it is a fundamentally unsound economic policy 
that continues to levy an export duty in addition to 
all these other obstructions and imposts. It is difficult 
after years of this kind of thing even to imagine the 
stimulus to the export trade—and the immense benefits 
that would accrue therefrom to this country—if all 
classes of exports could be transported at economic 
rates, and free of transit and other taxation, to the 
coast, for shipment abroad without any duty payments. 


The attempt te adopt a gold unit for Customs pay- 
ments only, in a moment of panic must be regarded 
as a dangerous and dubious experiment. Nor does it 
appear to be entirely logical. Many of the obligations 
secured upon the Salt and Railway revenues are also 
payable in gold. If the gold unit is to be adopted for 
Customs payments ought it not logically to be applied 
also to railway receipts, and Salt taxation? Under 
present conditions this would probably be impracticable. 


Imagine the resistance that would arise in Chinese 
circles to an immediate increase of salt taxation and 
railway payments by 27 per cent. The Nanking Gov- 
ernment evidently assumes that its action in regard 
to the Customs will only adversely affect foreign inter- 
ests, but this is likely to prove a short-sighted view. 
The effects will soon be felt wherever foreign imports 
of any kind are in general demand, and it would not 
be surprising to find so serious a falling off in imports 
from abroad during the coming year as more than to 
offset the anticipated benefits of the adoption of an 
artificial gold unit. 


It is evident that this is one of the factors 
in the world trade situation this year, similar 
in effects upon purchasing power to the decline 
of sugar, coffee and other commodities. 


The British Banking Year 
In so far as the banking business reflects 





general business progress, and it is usually 
accepted as an accurate index, the year 1929 
was one of slight reaction rather than advance- 


ment for Great Britain. The London Times 
of January 24 gives the following composite 
balance sheet of the “big five” banks (Midland, 
Lloyds, Barclays, Westminster and National 
Provincial) which include approximately three- 
quarters of the bank assets of the country, 


with corresponding figures for the preceding: 


year end: 
LIABILITIES 
Dee. ’ 1929 Dec. 31, 1928 
2 
Capital paid UP. cccceccesess 63,901,010 
Reserve funds .......+ece0, 62,482,641 
Current, deposit and other 
accounts ++» «4,625,579,584 
Acceptances, endorsements &c, 154,466,346 
ASSETS 
£ %* & % 


63,901,010 
52,482,541 


1,666,226,702 
205,758,415 


Cash in hand and 
at Bank of Eng- 
land +s 210,066,717 12.9 

Balances with, and 
cheques in course 
of collection on, 
other banks.... 62,763,672 3.9 

Money at call and 
short notice.... 124,321,243 7.6 

Bills discounted... 196,067,528 12.1 

Investmentst .... 196,546,890 12.1 

Advances $93,775,171 55.0 878,853,810 52.7 

Bank premises... 22,938,824 2.0 31,444,819 

Aggregate of bal- 
ance-sheet totals. 1,901,798,421 — 1,993,775,144 


207,679,831 13.6 


65,865,248 3.9 


139,223,474 8.4 
281,062,019. 13.9 
208,938,245 12.5 


*Percentage of current and deposit accounts, 
tExcluding those in affiliated institutions, 


Reserve funds, corresponding to surplus with 
American banks, remain unchanged along with 
capital. The decline of outstanding acceptances 
presumably is related to the increase of this 
class of business in the United States, which 
was promoted by the policy of the Reserve 
banks ‘in their desire to protect trade from the 
depressing influence of the high interest rates 
which were prevailing upon all paper which 
had to compete with the stock market demand. 
Holdings of bills, investments and money at 
call and short notice were down, while 
advances were up, which is not as bankers 
would prefer, and the totals of the balance 
sheet were considerably less than at the close 
of 1928. The heavy demands on London by 
the continental centers and New York doubt- 
less were responsible for these unfavorable 
figures, 


THE NATIONAL CITY BANK OF NEW YORK 








Avoid 


money worries 


buy these 
Travelers Checks 


Dont let money worries disturb your plans for business 
or pleasure trips. Take all the travel funds you think you will 
need, but take them in safe, compact form. 


Purchase National City Bank of New York travelers checks 
before you send your bags and trunks to the train. Put the 
checks in your wallet and countersign them as you need them. 
Sold, at negligible cost, in convenient denominations — $10, 
$20, $50 and $100. They are thoroughly safe because they can 
only be cashed by the person who owns them. 


You can get National City Bank of New York Travelers 


Checks at any of its foreign or domestic branches and at 
leading banks throughout the United States. 


The National City Bank of New York 


HEAD OFFICE: 55 WALL STREET, NEW YORK 
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Is This Man You? ee 


E loves his fartily and provides for them 
bountifully. ‘Theit happiness is his su- 
preme desire. He would protect them with his 
life, if need be. He has built an estate, that his care: 
for them may continué when his work is done. 
Yet he has not made a will. He means to do 
so. He has spoken of it to his attorney. But life 
is full. Affairs press upén him. Home calls, when 
the day is done. Theré is not time—and there 
is “plenty of time’’. Sofie day his delay may cause 
his family the unhappiness, the suffering, even 
the poverty that all hié life is given to prevent. 
Is this man you? Bee your attorney today. 
Give your family the &ssurance of a will—and 
make assurance doubly §ure by naming the First 
Minneapolis Trust Cofpany as your executor. 
With its long experiefite in the transfer of es- 
tates, the skilled direttion of its officers, the 
corporate service, that is unaffected by the un- 
certainties of individual life, it will perpetuate 
the care and forethought which you want. to 
give your family always, 





















































FIRST MINNEAPOLIS TRUST COMPANY = 


ORGANIZED 1838 
115 SoutH Firty Street, Minneapotis, Minn. 


Afiiligted with 
FIRST NATIONAL BANK 
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AAAI FIRST BANK STOCK CORPORATION 
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